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Company  Description 

Diba  is  a software,  networking,  and  hardware 
technology  company  dedicated  to  making 
information  more  accessible  to  more  people. 

Founded  in  1995,  Diba  has  designed  a 
hardware  reference  platform  and  created  the 
software  operating  environment  and  tools  for 
information  appliances  that  will  be 
manufactured,  marketed,  and  sold  by 
consumer  electronic  companies  globally. 
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Organization  and  Structure 

Key  executives  are  listed  below. 


Diba,  Inc.  Key  Executives 


Name 

Title 

Farid  Dibachi 
Farzad  Dibachi 
Joe  Gillach 
David  Thatcher 
Mark  Moore 
Richard  Jordan 
Harold  Slawlik 

Chairman  & CTO 
President  & CEO 
COO 
CFO 

VP  Engineering 
VP  Product  Management 
VP  & General  Counsel 
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Company  Strategy 

Diba  is  committed  to  providing  the  software 
operating  environment  for  information 
appliances — devices  that  are  optimized  to  run 
a single  application. 

The  company  has  created  the  architecture  for 
a core  software  infrastructure  and  hardware 
reference  platform  to  enable  a broad  family  of 
information  appliances  to  be  built  by 
consumer  electronic  companies.  Each 
different  appliance  will  feature  an  application 
and  a plastic  enclosure  specifically  designed 
for  that  particular  appliance. 

Diba  plans  for  each  appliance  to  be  completely 
self-contained  and  include  a processor, 
memory,  and  a built-in  application. 

With  all  of  these  components,  Diba  envisions 
information  appliances  that  fulfill  three  needs 
not  currently  being  met  by  Pcs.  Tightly 
coupled  hardware,  software,  and  plastic 
enclosure  mean  that  information  appliances 
are: 

• Simple  to  set  up — The  user  only  has  to  turn 
it  on  to  initiate  a session,  and  no 
configuration  is  necessary. 

• Easy  to  use — The  application  guides  the 
user  through  a session,  offering  only  the 
relevant  options  with  colored  action  buttons 
and  a highly  graphical  and  intuitive  user 
interface. 

• Affordable — Because  information  appliances 
are  optimized  to  support  one  application, 
they  are  inexpensive  to  manufacture. 

Market  Financials 

Diba  is  licensing  its  operating  environment 
software  to  consumer  electronic  companies 
that  will  build  information  appliances  for 
consumer  and  enterprise  users,  both 
domestically  and  internationally. 


Employees 

Diba  currently  has  65  employees  and 
anticipates  having  more  than  100  employees 
by  the  end  of  1996. 

Key  Products  and  Services 

Diba’s  business  model  is  to  develop  software 
technologies  and  then  license  the  technologies 
to  consumer  electronic  manufacturers  who 
will  in  turn  create  information  appliances. 
This  model  has  already  been  implemented  in 
the  development  of  NetVision,  the  Diba- 
Zenith  Internet  television  appliance,  as  well 
as  a family  of  information  apphances  being 
developed  with  NEC. 

In  addition  to  developing  the  Diba  Application 
Foundation,  a proprietary  operating 
environment  which  Diha  is  licensing  to  its 
partners,  Diba  has  created  several  product 
prototypes  and  is  working  with  manufacturers 
to  bring  them  to  market.  These  prototypes 
include  the  following  products: 

• Diha  Mail  combines  electronic  mail  with  a 
standard  communications  terminal  and 
phone  into  a compact  unit. 

- Using  Diha  Mail,  users  can  send,  forward, 
and  reply  to  E-mail  messages  without 
installing  any  software.  Internet  access  is 
also  preinstalled  for  quick  setup. 

- Diba  Mail  is  designed  to  add  E-mail  to  the 
phone  line  users  already  have  in  place. 
Before  downloading  mail  or  sending  a fax, 
the  unit  checks  the  line  to  ensure  it  is  not 
in  use. 

- Additionally,  for  E-mail,  Diba  Mail 
connects  to  a central  server  only  at  the 
beginning  and  end  of  each  session,  thus 
occupying  the  line  for  only  a brief  amount 
of  time. 
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- Diba  believes  that  Diba  Mail  devices  can 
be  manufactured  for  less  than  $200,  and 
may  be  provided  to  consumers  for  a 
nominal  cost  or  for  free  by  Internet  service 
providers  or  telephone  companies  when 
bundled  with  a monthly  service  fee. 

• NetVision  is  an  Internet-access  technology 
developed  by  Diba  and  Zenith  Electronics 
Corporation. 

- Zeniths’s  27-inch  NetVision  set  will  enable 
viewers  to  access  information  from  the 
Internet  using  Zenith’s  Z-Trak  trackball 
infrared  remote  control  or  an  optional 
wireless  keyboard. 

- Expected  to  sell  for  less  than  $1,000  upon 
its  Fall  1996  release,  the  27-inch  set 
includes  a built-in  28.8  kbps  telephone 
modem,  trilingual  icon  menus,  and  theater 
surround  sound. 

• Diba  Kitchen  is  a single  compact  kitchen 
appliance  that  can  provide  users  with  stereo 
CD  audio  or  television  and  give  cooks  access 
to  a graphical  recipe  and  nutrition  database. 

- From  the  recipe  database,  users  can  create 
complete  meal  menus,  view  nutritional 
information  on  individual  dishes  or 
menus,  and  generate  shopping  lists. 

- The  appliance  can  be  mounted  under  a 
cabinet  or  placed  on  a counter  top  for 
convenient  access. 

- Diba  Kitchen  comes  with  a CD  ROM  with 
a database  of  thousands  of  recipes,  a 
standard  television  antenna  for  cable  or 
broadcast  television  reception,  and  offers 
an  optional  printer  to  print  out  a shopping 
list,  a menu,  or  the  nutritional  information 
for  a meal. 


• Diba  Internet  is  a low-cost  Internet  browsing 
appliance  that  allows  consumers  to  access 
the  Internet  from  any  standard  television. 

- Users  can  navigate  the  Internet  via  the 
Diba  Internet  infrared  remote  control, 
base  unit  (set-top  box),  and  a television. 

- The  Diba  Internet  remote  control  allows 
users  to  page  forward  or  backward,  scroll 
up  or  down,  or  follow  a hyper-link  to  a new’ 
page.  Favorite  pages  can  also  be  saved 
and  the  location  of  any  Web  site  can  be 
entered  textually. 

Clients 

Companies  already  using  Diba  technology  to 
develop  products  include  Zenith,  NEC,  and 
the  Proxima  Corporation. 

Marketing  and  Sales 

Diba  will  comarket  Diba-based  information 
appliances  with  its  manufacturing  partners. 
Diba  has  created  a Web  site  to  educate 
potential  prospects,  which  can  be  seen  at  the 
company’s  Web  URL. 

Diba  directly  licenses  its  software  to  consumer 
electronics  manufacturers.  Diba  uses  an  in- 
house  sales  organization  to  sell  its  technology, 
and  is  also  working  with  resellers,  systems 
integrators,  and  overseas  distributors. 

Alliances 

Diba  has  established  individual  alliances  to 
foster  the  development  of  information 
appliances  using  Diba  technology,  and  the 
company  has  also  created  a program,  Diba 
Innovators  Alliance,  to  help  bring  information 
appliances  to  market. 

Individual  alliances  include  the  following: 

• Zenith  Electronic  Corporation  and  Diba  are 
jointly  developing  an  Internet-enabled 
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television  that  is  scheduled  for  availability 
in  the  fall  of  1996. 

• NEC  selected  Diba’s  software  technology  for 
use  in  conjunction  with  NEC’s  new  RISC 
microprocessors  targeted  for  use  by 
information  and  Internet-based  appliance 
manufacturers. 

• Proxima  Corporation  selected  Diba’s 
software  technology  to  Internet-enable  its 
overhead  viewing  product  line. 

Diba  Innovator’s  Alliance  (DIA) — Diba 
envisions  DIA  as  a medium  for  providing 
everyone  who  wants  to  participate  in 
appliance  creation  with  the  resources  they 
need. 

• DIA  is  targeted  at  application  developers, 
consumer  electronic  providers, 
manufacturers,  hardware  technology 
providers,  and  distributors. 

• Details  about  the  program  are  available  on 
the  company’s  Web  page. 

Competition 

Although  Diba  is  focusing  on  being  the  sole 
provider  of  a broad  software  operating 
environment  for  the  information  appliance 


marketplace,  the  company  foresees 
competition  in  vertical  markets. 

Diba  identifies  the  following  companies  as 
potential  vertical  competitors;  Apple, 
Microsoft,  ViewCall,  Geoworks,  and  the 
makers  of  the  Network  Computer,  principally 
Oracle. 

Assessment 

Diba  feels  that  its  strengths  include  the 
following; 

• Strong  expertise  in  creating  a software 
foundation 

• First  to  market  with  this  new  technology 

• Seasoned,  deep  management  team 

• Partnerships  with  leading  consumer 
electronic  manufacturing  companies 

The  company  feels  that  its  challenges  for  the 
future  include; 

• Its  ability  to  meet  strong  demand  for  its 
products  and  services 

• Its  ability  to  maintain  its  position  as  the 
premier  provider  of  technology  for  the 
information  apphance  marketplace 
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Status: 

Employees: 

Revenue: 

Fiscal  Year  End: 


Public 
61 ,700  (7/95) 
$13,813,062,000 
7/1/95 


Key  Points 

• Digital  Equipment  Corporation  (Digital)  is  a 
leading  provider  of  open  client/server 
solutions,  from  personal  computing  to 
integrated  worldwide  information  systems. 

• In  September  1995,  Digital  announced  its 
strategic  focus  on  connectivity  solutions  and 
three  growth  areas — high-performance 
applications  on  UNIX,  Windows  NT  across 
the  enterprise  and  connectivity  within  and 
across  enterprises. 


• In  August  1995,  Digital  and  Microsoft 
announced  a strategic  alliance  that  combines 
Microsoft’s  client/server  products  with 
Digital’s  enterprise  systems,  service,  support 
and  systems  integration  to  provide 
Windows-based  solutions  for  enterprise 
computing. 

• As  a result  of  major  restructuring  and  cost 
reduction  efforts  undertaken  over  the  past 
year.  Digital  reported  net  income  in  fiscal 
1995 — for  the  first  time  in  five  fiscal  years. 

• A comprehensive  reorganization  plan 
announced  in  July  1994  resulted  in  the 
elimination  of  Digital’s  traditional 
functionally  highly  matrixed  organization 
and  the  restructuring  of  Digital  into  product 
and  service  business  units.  During  the  year. 
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Digital  disbanded  its  Digital  Consulting 
unit,  with  systems  integration  activities 
being  moved  to  the  Accounts  Business  Unit 
of  Digital’s  Computer  Systems  Division,  and 
outsourcing  and  network 
management/integration  activities  to  the 
Multivendor  Customer  Services  unit. 

• During  fiscal  1995,  Digital  also  divested 
certain  nonstrategic  businesses  that 
contributed  approximately  5%  to  total  fiscal 
1994  revenue,  including  various  software 
products,  portions  of  its  storage  business,  a 
software  distribution  subsidiary,  a contract 
manufacturing  business  and  a 
semiconductor  manufacturing  facility. 

• During  the  year,  total  employment  was 
reduced  by  16,000 — or  21% — from  fiscal 
1994.  In  the  past  five  years.  Digital  has  cut 
its  emplo5rment  in  half  while  maintaining 
revenue  at  approximately  the  same  level. 

• Digital  has  recently  established  the 
Connectivity  Software  Business  Unit — a 
separate  unit  devoted  to  creating  industry- 
leading solutions  for  client/server,  Internet 
and  enterprise  connectivity. 

Company  Description 

Digital  implements  and  supports  networked 
platforms  and  applications  in  mtdtivendor 
environments.  Building  on  its  core 
competencies  in  software,  systems,  networks 
and  services.  Digital — ^working  with  its 
business  partners — provides  a range  of 
information  processing  solutions,  from 
personal  computers  to  integrated  worldwide 
networks.  Digital’s  products  and  services  for 
open  client/server  computing  help  customers 
simplify  business  practices  and  enhance 
organizational  productivity. 

Digital  is  focusing  on  four  strategic  business 
areas  to  attain  a leadership  position  in 


connectivity  and  open,  multivendor 
client/server  computing; 

• Connectivity  Software — ^frameworks  needed 
to  develop  client/server  applications  and 
integrated  PC,  Macintosh,  UNIX,  OpenVMS, 
Windows  NT,  Digital  UNIX,  Sun,  Hewlett- 
Packard,  IBM  and  other  systems. 

• System  Platforms — 64-bit  and  32-bit  client 
and  server  systems  based  on  Alpha  AXP, 
VAX  and  Intel  microprocessors  with  the 
capacity  to  handle  the  huge  amounts  of 
information  inherent  in  enterprise-wide 
client/server  applications. 

• Components — hardware  and  software 
needed  to  open  up  the  information 
superhighway  and  link  clients  and 
servers — switches,  routers,  hubs,  network 
operating  systems  and  mobile/wireless  and 
other  telecommunications  solutions. 

• Client ! Server  Services — systems  and 
network  integration  and  multivendor 
customer  services  needed  to  plan,  design, 
integrate,  implement,  manage  and  maintain 
open  client/server  networks  that  include 
both  legacy  systems  and  new  technology. 

Digital  does  business  in  more  than  100 
countries  and  develops  and  manufactures 
products  in  the  Americas,  Europe  and  the 
Asia/Pacific  region. 

Organization  and  Structure 

During  fiscal  1995,  Digital  realigned  its 
vertically  integrated  businesses  and  created 
independent  business  units. 

Digital’s  current  organizational  structure  is 
shown  in  Exhibit  A. 
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Exhibit  A 

Digital  Equipment  Corporation  Organization  Chart 


Source:  Digital  Equipment  Corp. 
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The  company  is  divided  into  five  major 
groups — ^the  Multivendor  Customer  Services 
Division,  the  Computer  Systems  Division,  the 
Components  Division,  the  Connectivity 
Software  Business  Unit  and  Digital 
Semiconductor. 

The  Multivendor  Customer  Services  (MCS) 
Business  Unit,  headed  by  John  J.  Rando  (VP 
and  General  Manager)  with  22,000  employees, 
is  responsible  for  all  aspects  of  servicing  and 
supporting  multivendor  environments, 
including  hardware  and  software  installation, 
PC  integration,  traditional  maintenance  of 
hardware  and  applications  and  telephone 
“help  desk”  advisory  support.  The  MCS 
business,  which  represents  more  than  35%  of 
Digital’s  revenues  and  an  even  more 
substantial  share  of  its  contribution  margin, 
includes  the  following  business  segments: 

• Availability  Services,  headed  by  Jean  Hoxie- 
Wasco,  provides  multivendor  hardware  and 
software  maintenance  and  installation 
services  to  keep  customers’  multivendor 
environments  operational  and  current. 

• Outsourcing  & Productivity  Services,  headed 
by  Tim  Leisman,  provides  asset 
management,  systems  operations  and  help 
desk  services  to  improve  customers’  return 
on  their  information  system  assets. 

• Network  Integration  Services,  headed  by 
Graeme  Shorter,  provides  network 
integration  and  migration  services  to  help 
customers  plan,  design  and  implement 
multivendor  networks. 

The  Computer  Systems  Division,  headed  by 
Enrico  Pesatori  (VP  and  General  Manager), 
has  three  worldwide  business  units,  each  with 
its  own  revenue  and  profit  responsibility  and 
each  with  control  over  engineering  and 
product  development,  manufacturing  and 
logistics,  marketing  and  communications. 


business  information  systems,  channel 
recruitment  and  support  and  sales. 

• The  PC  Business  Unit,  headed  by  Bruce 
Claflin  (VP  and  General  Manager),  is 
responsible  for  profitably  engineering, 
manufacturing,  marketing  and  selling 
Digital’s  PC  products  through  indirect 
business  partners. 

• The  Systems  Business  Unit,  headed  by 
Harold  D.  Copperman  (VP  and  General 
Manager),  is  responsible  for  profitably 
engineering,  manufacturing,  marketing  and 
selling  high-vol\ime  computer  systems 
through  indirect  business  partners.  These 
products  include  Digital’s  Alpha-based 
workstations  and  servers  as  well  as  the 
operating  systems  and  layered  software 
needed  to  implement  open  client/server 
solutions. 

• The  Accounts  Business  Unit,  headed  by 
Vincenzo  Damiani  (VP  and  General 
Manager)  is  responsible  for  profitably 
meeting  the  needs  of  major  customer 
accounts  worldwide  and  bringing  together 
the  right  Digital  and  business  partner 
products  and  solutions  to  meet  that 
customer’s  needs,  including  providing 
systems  integration  services.  In  addition  to 
receiving  product  and  service  support  from 
the  other  business  units,  this  unit  and  its 
customers  are  supported  by  technical 
integration  consultants  within  local 
Technical  Integration  Centers. 

The  Components  Division,  headed  by  Charles 
F.  Christ  (VP  and  General  Manager),  consists 
of  three  business  units  whose  products  provide 
computing  solutions  to  the  open, 
heterogeneous,  networked  client/server 
environment. 

• The  Components  and  Peripherals  Business 
Unit  consists  of  three  lines  of  business: 
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- The  Embedded  and  Real-time  Business 
develops  and  markets  hardware  and 
software  products  based  on  next- 
generation  technologies  for  the  specific 
requirements  of  original  equipment 
manufacturers  (OEMs). 

- The  Multia  Business  delivers  a new 
category  of  connectivity  computing 
solutions — the  enterprise  client.  The 
Multia  client  family,  which  includes  both 
Alpha  and  Pentium-based  versions, 
bridges  the  gap  between  Open  VMS,  UNIX, 
mainframe,  Windows  3.1,  Windows  95  and 
Windows  NT  environments. 

- The  Printing  Systems  Business  delivers 
printing  and  imaging  capabilities  for  the 
open,  internetworked  computing 
environment. 

• The  Network  Products  Business  provides 
networking  products  within  the  enVISN 
(Enterprise  Virtual  Intelligent  Switched 
Networks)  open  network  architecture  and 
product  strategy. 

• The  Storage  Business  Unit  provides  modular 
storage  solutions  for  multiplatform 
computing  environments,  including  Digital, 
HP,  IBM  and  Sun. 

The  Connectivity  Software  Business  Unit, 
announced  in  November  1995  and  headed  by 
Ilene  Lang,  will  develop,  market  and  sell 
software  solutions  for  client/server,  Internet 
and  enterprise  connectivity. 

Digital  Semiconductor,  headed  by  R.E. 
Caldwell  (VP),  is  responsible  for 
semiconductor  design  and  process  engineering, 
manufacturing,  acquisition  and  test,  and 
semiconductor  marketing. 

Digital  also  bas  an  Advanced  Technology 
Group  headed  by  William  D.  Strecker  (VP) 


and  reporting  to  Bob  Palmer.  This  group  is 
responsible  for  Digital’s  future  technology 
strategy  and  consists  of  Corporate  Research, 
Corporate  Standards  and  a number  of  small 
groups  focused  on  key  technology  areas. 

Company  Strategy 

In  September  1995,  Digital  announced  its  new 
corporate  strategy,  which  includes  the 
following  elements: 

• Competing  in  four,  well-defined  horizontal 
segments — Components,  Systems  Platforms, 
Connectivity  Software  and  Client/Server 
Services,  including  support  services.  Digital 
will  seek  a leadership  position  within  each  of 
these  segments. 

• Addressing  the  increasing  challenge  of 
getting  a range  of  components  provided  by  a 
spectrum  of  companies  to  work  seamlessly 
together.  Digital  will  focus  its  systems 
integration  capabilities  on  large  customers 
in  targeted  industries.  Digital’s  objective  is 
to  work  in  cooperation  with  value-added  and 
SI  partners  to  deliver  integration  capability 
for  all  of  its  customers  and  prospects, 
thereby  providing  them  with  the  elements  of 
those  horizontal  segments  of  the  market  in 
which  Digital  will  not  compete,  such  as 
software  applications  or  business  process 
consulting. 

• Digital  will  focus  a significant  portion  of  its 
investments,  resources  and  partnerships  on 
providing  the  critical  integrated 
components — ^network  hardware,  software 
and  services — ^needed  to  resolve  the 
connectivity  problems  of  its  customers. 

Digital  has  identified  and  will  aggressively 
pursue  three  customer-driven  growth 
strategies  for  addressing  cutomer 
expectations: 
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• Providing,  directly  and  through  partners, 
what  the  customer  needs  to  implement  high- 
performance  enterprise  applications  on 
UNIX 

• Providing,  directly  and  through  partners, 
what  the  customer  needs  to  implement  NT 
across  the  enterprise.  For  many  customers, 
this  implies  integration  and  co-existence 
with  OpenVMS,  MVS  and  other  mission- 
critical  operating  systems. 

• Providing,  directly  and  through  partners, 
what  the  customer  needs  to  implement  and 
enable  connectivity  within  and  across 
enterprises 

Digital’s  corporate  software  strategy  includes 

the  following  elements: 

• Digital  plans  to  provide,  directly  and 
through  partners,  high-performance 
enterprise  UNIX  applications,  seamless 
integration  of  Windows  NT  into  the 
enterprise  and  secure  connectivity  within 
the  enterprise  and  beyond.  In  addition  to 
these  three  high-growth  opportunities. 
Digital  remains  committed  to  the  OpenVMS 
software  environment,  with  plans  for  added 
functionality  and  integration  with  Windows 
NT. 

• Alliances/partnerships,  such  as  those  with 
Microsoft  and  Oracle,  are  critical  to  meeting 
customer  needs. 

• Digital  has  realigned  its  software  products 
into  three  horizontal  business 

models — platform  software,  systems 
integration  software  and  connectivity 
software — to  realize  the  potential  of  its 
software  investments. 

• Digital  has  formed  a new  business  unit — the 
Connectivity  Software  Business  Unit — ^which 


includes  existing  connectivity  products  and 
will  develop  new  products  to  meet  specific 
needs  of  connectivity  customers. 

Digital’s  focus  for  its  outsourcing  services 
includes  providing  services  to  manage  data 
center,  desktop,  migrations,  processing, 
Internet  and  business  recovery  services. 

Digital’s  strategy  pertaining  to  its  systems 
integration  and  related  professional  services  is 
to  leverage  its  core  competencies  around 
information  technology,  networking  and 
distributed  computing. 

Financials 

Digital’s  fiscal  1995  revenue  reached  $13.8 
billion,  a 3%  increase  over  fiscal  1994  revenue 
of  $13.45  bilhon.  Excluding  divestitures, 
fiscal  1995  revenue  increased  6%  over  the 
prior  year.  A five-year  financial  summary  is 
shown  on  the  following  page. 

Net  income  for  fiscal  1995  reached  $121.8 
million,  compared  to  net  losses  of  $2,156 
billion  for  fiscal  1994. 

• Fiscal  1995  results  include  a $64.5  million 
benefit  due  to  the  cumulative  effect  of 
changes  in  the  method  of  accounting  for 
income  taxes. 

• Results  for  fiscal  1994  include  $1.2  billion  in 
restructuring  charges  and  a $51.0  million 
charge  for  the  cumulative  effect  of  changes 
in  the  method  of  accounting  for  income 
taxes. 

Revenue  Analysis  by  Product ! Service 
Approximately  55%  of  Digital’s  fiscal  1995 
revenue  was  derived  from  product  sales  and 
45%  from  services  and  other  items.  A three- 
year  summary  of  source  of  revenue  is  also 
shown  on  the  following  page. 
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Digital  Equipment  Corporation 
Five-Year  Financial  Summary 
($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

7/1/95 

7/2/94 

7/3/93 

6/92 

6/91 

Revenue 

$13,813 

$13,451 

$14,371 

$13,931 

$13,911 

• Percent  change  from 
previous  year 

3% 

(6%) 

3% 

7% 

Income  (loss)  before  taxes 

$76 

$(2,020) 

$(224) 

$(2,078) 

$(520) 

• Percent  change  from 
previous  year 

104% 

(b) 

(802%) 

89% 

(300%) 

(519%) 

Net  income  (loss) 

$122 

$(2,156) 

$(251) 

$(2,796) 

$(617) 

• Percent  change  from 
previous  year 

(a) 

106% 

(c) 

(759%) 

91% 

(353%) 

(930%) 

Earnings  (loss)  per  share 

$0.59 

$(15.80) 

$(1.93) 

$(22.39) 

$(5.08) 

• Percent  change  from 
previous  year 

104% 

(719%) 

91% 

341% 

961% 

(a)  Includes  a $64.5  million  benefit  due  to  the  cumulative  effect  of  a change  in  the  method  of  accounting  for 
income  taxes. 

(b)  Includes  restructuring  charges  of  $1.2  billion. 

(c)  Includes  a $51.0  million  charge  related  to  a change  in  the  method  of  accounting  for  income  taxes. 


Digital  Equipment  Corporation 
Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

7/1/95 

7/2/94 

7/3/93 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Product  sales 
- Alpha-based  systems 

$1 ,675 

12% 

$935 

7% 

$228 

2% 

- Intel- based  PCs 

1,980 

14% 

1,380 

10% 

683 

5% 

- VAX  systems 

762 

6% 

1,367 

10% 

2,580 

18% 

- Other  (a) 

3.199 

23% 

3.509 

26% 

4.097 

28% 

$7,616 

55% 

$7,191 

53% 

$7,588 

53% 

Service  and  other  revenue 

6,197 

45% 

6,260 

47% 

6,783 

47% 

Total 

$13,81 

3 

100% 

$13,45 

1 

100% 

$14,37 

1 

100% 

(a)  Includes  software,  storage  subsystems,  network  products,  memory  products,  printers  and  other  component 
parts. 
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Product  sales  increased  in  fiscal  1995  due 
principally  to  increased  demand  for  Alpha- 
based  systems  and  Intel-based  personal 
computers,  offset  by  the  effects  of  divestitures 
and  reduced  VAX  systems  revenue  as  the 
company  approaches  the  end  of  a major 
product  transition.  Adjusted  for  divestitures 
described  below,  product  sales  for  fiscal  1995 
increased  by  14%  over  the  prior  year. 

• Increased  demand  for  Digital’s  UNIX-based 
offerings  and  server  products  contributed  to 
the  growth  in  Alpha-based  systems  revenue 
in  fiscal  1995. 

• New  products  and  expanded  distribution 
channels  contributed  to  growth  in  demand 
for  Digital’s  personal  computer  products. 

In  fiscal  1995,  the  components  of  Digital’s 
service  revenue  reflected  the  changing  nature 
of  Digital’s  business,  including  anticipated 
lower  levels  of  revenue  from  VAX  systems 
maintenance  business,  increased  revenue  from 
multivendor  maintenance  services  and  more 
competitive  pricing.  In  addition,  during  the 
year.  Digital  focused  on  systems  integration 
opportunities  that  align  with  its  technical 
competencies. 

Information  Services  Revenue 
INPUT  estimates  that  Digital’s  fiscal  1995 
U.S.  information  services  revenue  was 
approximately  $1.15  billion,  segmented  as 
follows  ($  millions): 


Systems  integration  and 

professional  services $600 

Systems  operations 300 

Proprietary  software  products 250 


$1,150 

Interim  Results 

Revenue  for  the  six  months  ending  December 
31,  1995  reached  more  than  $7.2  billion,  up 


from  nearly  $6.6  billion  for  the  same  period  in 
1994.  Net  income  reached  $196.9  million,  up 
significantly  from  the  net  loss  of  $111.7 
million  reported  for  the  same  period  a year 
ago. 

• Product  revenue  grew  by  18%  to  $4.17 
billion,  led  by  growth  in  Alpha  systems  and 
personal  computer  sales.  Digital’s  VAX 
system  revenue  continues  to  decline  as 
customers  make  the  transition  to  Alpha  and 
now  represents  less  than  5%  of  product 
revenue.  Revenue  from  the  company’s  other 
product  businesses,  including  storage 
subsystems,  networks  and  software,  also 
increased. 

• Services  revenues  declined  slightly  to  $3.06 
billion.  While  VAX  maintenance  revenues 
were  down  slightly,  the  decline  was  offset  by 
significant  growth  in  the  company’s 
multivendor  services,  network  integration 
services  and  Alpha  systems  maintenance 
and  support. 

Market  Financials 

Digital  provides  its  products  and  services  to  a 
range  of  client  companies,  including  medium- 
sized and  large  companies  in  all  major 
industries  worldwide. 

For  its  systems  integration  and  professional 
services,  the  company  targets  large  corporate 
customers. 

For  its  outsourcing  services,  the  company 
targets  companies  with: 

• Global  expansion/support  requirements 

• Distributed  IT  computing  environments 

• Financial  stabUity/experiencing  growth 

• Multidivision  organizational  structure 
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Considering/evaluating  migration  to  open 
client/server  systems 

Acknowledged  as  an  innovator  within  its 
industry 

Complex  network;  mixed  voice/data/video 
Distributed,  yet  connected,  business  culture 
Global  organization 


• Experiencing  change  through  business 
process  reengineering,  mergers/acquisitions 
or  divestitures 

• Aggressive,  expansion-minded 
managers/management 

Geographic  Markets 

Digital  derived  approximately  35%  of  its  fiscal 
1995  revenue  from  the  U.S.  and  65%  from 
international  sources.  A three-year 
geographic  source  of  revenue  summary 
follows: 


Digital  Equipment  Corporation 
Three-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

7/1/95 

7/2/94 

7/3/93 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

- Unaffiliated  customer  sales 

$4,816 

35% 

$5,177 

38% 

$5,219 

36% 

- Inter-area  transfers 

1,426 

10% 

1,831 

14% 

1,794 

12% 

Europe 

- Unaffiliated  customer  sales 

5,973 

43% 

5,832 

43% 

6,974 

48% 

- Inter-area  transfers 

792 

6% 

373 

3% 

634 

4% 

Canada,  Latin  America,  Asia-Pacific 
- Unaffiliated  customer  sales 

3,024 

22% 

2,442 

18% 

2,178 

15% 

- Inter-area  transfers 

2,082 

15% 

1,707 

13% 

1,379 

10% 

(Eliminations) 

(4,300) 

(31%) 

(3,911) 

(29%) 

(3,807) 

(26%) 

Total  * 

$13,81 

100% 

$13,45 

100% 

$14,37 

100% 

3 

1 

1 

* Differences  due  to  rounding. 


Divestitures 

In  December  1995,  Digital  and  Welsh,  Carson, 
Anderson  & Stowe  (WCAS)  announced  an 
agreement  to  move  Digital’s  Learning  Services 
business  to  WCAS. 


• Digital’s  Learning  Services  provides 
information  technology  training  to  Digital’s 
customers  worldwide. 

• Under  the  terms  of  the  agreement,  WCAS 
has  established  a new  training-focused 
company  called  Global  Knowledge  Network 
(GKN)  that  will  assume  the  assets  and 
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retain  all  of  the  current  Learning  Services 
employees. 

• Under  a strategic  alliance,  Digital  will 
continue  to  develop  courseware  on  its 
products  and  GKN  will  be  the  preferred 
provider  for  Digital  proprietary  training  to 
customers  and  Digital  employees. 

In  August  1995,  Digital  announced  a 
memorandum  of  understanding  to  sell  its  text 
terminals  product  business  to  SunRiver  Data 
Systems,  Inc.  (a  subsidiary  of  All-Quotes,  Inc.). 

During  fiscal  1995,  Digital  made  a series  of 
divestitures  of  businesses  that  represented 
approximately  5%  of  total  consolidated 
operating  revenues,  as  follows: 

• At  the  end  of  the  fourth  quarter  of  fiscal 
1995,  Digital  sold  its  South  Queensferry, 
Scotland  semiconductor  facility  and  related 
assets  to  a subsidiary  of  Motorola,  Inc.  for 
net  proceeds  of  approximately  $128  million. 
Approximately  530  employees  were 
transferred  to  Motorola  at  the  time  of  the 
sale. 

• At  the  end  of  the  third  quarter  of  fiscal  1995, 
Digital  sold  its  contract  manufacturing 
business  to  SCI  Systems,  Inc.,  including  a 
manufacturing  plant  in  Augusta  (ME)  for 
net  proceeds  of  approximately  $75  million. 
Approximately  700  employees  were 
transferred  to  SCI  at  the  time  of  the  sale. 

• At  the  beginning  of  the  second  quarter  of 
fiscal  1995,  Digital  sold  its  magnetic  disk 
drive,  tape  drive,  solid  state  disk  and  thin 
film  heads  businesses  (including  facilities  in 
Shrewsbury,  MA  and  Penang,  Malaysia,  as 
well  as  Digital’s  interest  in  Rocky  Mountain 
Magnetics,  Inc.)  to  Quantum  Corporation  for 
approximately  $360  million.  Approximately 
3,100  employees  were  transferred  to 
Quantum  at  the  time  of  the  sale. 


• During  the  second  quarter  of  fiscal  1995, 
Digital  sold  its  relational  database  business 
and  related  assets  to  Oracle  Corporation  for 
net  proceeds  of  $107  million.  Approximately 
250  employees  were  transferred  to  Oracle  at 
the  time  of  the  sale. 

Employees 

As  of  July  1995,  Digital  had  61,700  employees 
worldwide,  down  from  77,800  employees  at  the 
end  of  fiscal  1994. 

As  of  December  31,  1995,  Digital  had 
approximately  61,100  employees,  down  4,500 
from  a year  ago. 

Key  Products  and  Services 

This  discussion  will  focus  on  the  information 
services-related  activities  of  Digital,  including 
systems  integration,  professional  services, 
outsourcing  and  proprietary  software 
products. 

Systems  Integration  and  Professional  Services 

The  majority  of  Digital’s  systems  integration 
work  is  performed  through  the  Accounts 
Business  Unit  of  the  Computer  Systems 
Division.  Network  integration  services  are 
provided  through  the  Multivendor  Customer 
Services  Division. 

Digital  claims  systems  integration  revenue  of 
$3.4  billion  worldwide  (which  includes 
hardware/software  integration,  client/server 
technology,  IT  consulting,  application/industry 
services  and  revenue  from  Multivendor 
Customer  Services,  including  outsourcing  and 
network  services)  with  6,300  employees 
supported  through  258  locations  in  45 
countries. 

Areas  of  focus  for  growth  in  SI  include: 

• Customers  who  need  Digital’s  technology 
expertise  for  connectivity 


Page  10  of  17 


© INPUT  1996.  Reproduction  prohibited. 


Digital  Equipment  Corporation 
January  1996 


INPUT  Vendor  Profile 


• Selected  enterprise  solutions 

Digital’s  technology  expertise  for  connectivity 

falls  into  the  following  areas: 

• Windows  NT  (migration/development  and 
integration;  scalability  and 
management) — ^Key  products  offered  by 
Digital  in  this  area  include  BASE  star, 
LinkWorks  and  DEC/EDI.  Digital’s  key 
partner  in  this  area  is  Microsoft. 

• Internet  (planning/pilots,  firewall  products 
and  services,  information  access  and 
management) — ^Key  partners  in  this  area 
include  Netscape,  WAIS,  Purveyor  and 
Navisoft.  Key  customers  include  Individual 
Inc.  (Newspage),  Toys  R Us  and  Dutch  PTT. 

• Information  Management  (data  access  and 
data  warehousing) — ^Key  products  offered  by 
Digital  include  FMS  and  Data  Mining.  Key 
partners  include  Oracle,  Sybase,  Informix, 
Software  AG,  Business  Objects,  SAS,  Red 
Brick  and  Prism.  Key  customers  include 
Schweizerische  Krankenkasse  Helvetia, 
Rhone  Poulenc  Rorer  and  Ingersoll-Rand. 

• Enterprise  Messaging  (X.500  Directory 
Services  and  X.400  Message  Transfer 
Agents) — ^Key  partners  include  ISOCOR, 
INNOSOFT,  MaxWare  and  Keyword.  Key 
clients  include  the  Dutch  Ministry  of 
Agriculture  and  GE  Aircraft  Engines. 

• Application  Development  and  Integration 
(rapid  application  development,  object- 
oriented  technology,  enterprise-wide 
client/server  applications) — ^Key  products  in 
this  area  include  FBE,  LinkWorks  and 
Jabberwocky.  Key  partners  include 
Microsoft,  PowerSoft  and  Forte.  Key  clients 
include  Short  Brothers  and  Bank  of 
Montreal. 


• Industry  Enterprise  Solutions — 
Telecommunications  (wireless  customer  care 
and  billing,  intelligent  networks,  network 
management,  fraud  management) — Key 
products  include  TeMIP,  DEC-SS&,  FMS, 
INSP  and  AlphaServer  Voice  Platform.  Key 
partners  include  Kingston-SCL,  SEMA  and 
Bellcore.  Key  clients  include  NTT,  MCI, 
GTE  and  Generaldirektion  der  Deutschen 
Telekom. 

• Industry  Enterprise  Solutions — 
Manufacturing  (planning,  operations, 
execution) — ^Key  products  include  BASEstar, 
PDAS  and  LinkWorks.  Key  partners  include 
SAP,  FASTECH,  Baan  and  Oracle.  Key 
clients  include  Chartered  Semi-Conductor 
Manufacturing  and  Dow  Chemical. 

• Industry  Enterprise  Solutions — ^Financial 
Services 

• Cross-Industry  Enterprise 
Solutions — ^Electronic  Commerce  (first 
trading  partner  pilot,  enterprise  EDI 
rollout) — ^The  key  product  in  this  area  is 
DEC/EDI.  Key  partners  include  SAP, 

Frazer  Williams  and  Ross  Systems.  Key 
customers  include  500  sites  in  40+  coiintries 
at  companies  like  LEGO  and  Dutch  Land 
Registry. 

• Cross-Industry  Enterprise  Solutions — ^Video 
and  Interactive  Information  Services  (video 
on  demand,  ad  insertion,  corporate 
information  servers,  studio 
automation) — ^Digital’s  key  product  in  this 
area  is  AlphaStudio.  Customers  include 
Westminster  Cable,  Ameritech,  Svenska 
Kabel  and  U S WEST. 

• Cross-Industry  Enterprise  Solutions — SAP 
(technology  services,  implementation  and 
deplo3ment;  targeted  areas  of 
connectivity) — ^Key  products  include 
BASEstar  PDAS  for  PP/PI,  DEC/EDI  and 
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FBE.  Key  partners  include  Price 
Waterhouse,  Deloitte  & Touche  and  Origin. 
Key  customers  include  Yamaha  Motors, 
Schering  Plough,  Zeneca  and  Monsanto. 

Other  professional  services  capabilities 
include  networking  services  (planning, 
development,  implementation  and 
management  of  networked  systems  and  IT 
consulting).  Systems  integration/professional 
services  project  examples  include  the 
following: 

• In  February  1995,  Digital  was  awarded  a 
$37  million  contract  from  the  German 
Patent  Office. 

• In  January  1994,  Digital  was  awarded  a $20 
million  contract  with  Polish  State  Railways 
to  supply  and  install  an  Operational 
Management  Information  System. 

• Working  in  partnership  with  GTECH  U.K., 
Digital  helped  The  Camelot 

Group — operators  of  the  U.K.’s  National 
Lottery — build  a secure  network  to  process 
ticket  sales  from  35,000  retailers  throughout 
England,  Scotland,  Wales  and  Northern 
Ireland.  The  network  includes  both  VAX 
systems  running  Open  VMS  and  Alpha 
systems  running  UNIX. 

Outsourcing  Services 

Digital’s  Outsourcing  Management  Services’ 
objective  is  to  be  a leading  provider  of 
distributed  computing  and  open  client/server 
management  services  and  global  network 
management  services.  The  company’s  focus 
and  area  of  expertise  is  on  customers  who  are 
in  a distributed  computing  or  networked 
environment,  or  those  who  are  evolving 
toward  a distributed  or  open  client/server 
environment. 

Asset  Management — ^Digital  can  assume 
complete  life  cycle  responsibility  for  a 


customer’s  tangible  assets.  Asset 
management  can  include  any  and  all  of  the 
following  functions:  procurement,  installation, 
service,  inventory  management,  tracking, 
costing  and  disposition. 

Network  Management — ^Digital  offers  four 
types  of  network  management: 

• Transitional  Management — for  companies 
that  have  LANs  that  are  only  loosely 
connected  or  not  connected  at  all,  and  are 
moving  toward  increasing  interconnection. 

• Evolutionary  Management — ^appropriate  for 
companies  that  currently  have  broad 
distributed  intra-enterprise  computing  and 
communications . 

• Cross-Border  Management — ^for  companies 
that  have  a high  volume  of  information 
exchange  or  interchange  with  other  firms 
across  international  borders. 

• Enterprise  Management — ^Digital  takes 
responsibility  for  all  elements  of  a network’s 
infrastructure,  including  data,  voice  and 
video  networking. 

World  Wide  Web  Server  Management — ^Digital 
can  manage  the  technology  platform, 
implement  the  server  and  its  connection  to  the 
Internet,  manage  server  operations  around 
the  clock,  or  customize  the  platform 
configuration  and  connectivity  for  particular 
needs. 

Desktop  Management — ^Digital  can  manage  the 
desktop  environment  and  provide  the  needed 
support  services,  including: 


• LAN  and  server  management 

• Asset  management 
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• Support  for  stationary,  remote  and  mobile 
users  (including  help  desk) 

• Security  management  and  disaster  recovery 

• Technology  planning  to  establish  standards 
and  meet  business  needs 

• Technology  refreshment,  including 
transition  planning,  procurement  and 
deployment 

Client  / Server  Operations  & Transition 
Management — Digital  can  manage  enterprise- 
wide transition,  including  planning,  designing 
and  implementation  or  also  manage  existing 
computer  operations  during  a transition  to 
client/server  computing. 

SAP  R/3  Management — Digital  can  provide 
full  system  management,  network 
management,  help  desk  and  client  support, 
data  storage  management,  security,  asset 
management  and  disaster  recovery. 

Help  Desk  Management — ^Digital  can  design  a 
help  desk  solution  appropriate  for  a customer’s 
business  and  will  respond  when  employees 
need  help. 

Distributed  Systems  Management — ^Digital  will 
manage  multivendor  midrange  distributed 
production  data  centers  and/or  distributed 
servers  and  networks  that  link  them. 

Business  Process  Outsourcing — Services 
provided  include  billing  processing,  interoffice 
communications  and  asset  management. 

Application  Management — Digital’s  range  of 
services  in  this  area  include: 

• Assessing  present  applications  and 
recommending  improvements 

• Migrating  applications  to  new  and  faster 
platforms 


• Setting  up  and  managing  systems  for 
handling  software  product  releases 

• Introducing  policies  and  procedures  to 
improve  software  use  and  management 

• Managing  mandatory  updates 

• Integrating  disparate  application  sets  into 
one 

• Making  necessary  changes  in  data 
structures 

• Simplifying  user  interfaces 

• Opening  access  to  legacy  data 

Business  Recovery  Services — Digital  provides 
recovery  planning  (contingency  planning,  risk 
assessment  and  business  impact  analysis), 
prioritization  and  implementation  (electronic 
vaulting,  business  recovery  servers,  a 
RESTART  center,  mobile  RESTART  and 
Recover  All)  services. 

The  Digital  network  supporting  the  company’s 
outsourcing  services  encompasses  more  than 
175  processing  centers  worldwide,  with  a 
network  operating  center  in  each  of  three 
main  regions  of  the  world — the  Americas 
(Littleton,  MA),  Europe  (Valbonne)  and 
Asia/Pacific  (Singapore). 

Outsourcing  management  services 
project/contract  examples  include  the 
following: 

• Digital  is  one  of  the  five  launch  partners 
selected  by  Microsoft  to  assist  in  early 
migrations  to  Windows  95.  Digital  is 
providing  a full  solution,  including 
assessment,  migration  and  ongoing  support 
services. 

• Digital  was  also  selected  by  Microsoft  to 
manage  and  operate  The  Microsoft 
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Network’s  data  center,  which  consists  of 
more  than  200  multivendor  servers. 

• In  January  1994,  Digital  was  selected  as  the 
prime  contractor  in  a multimillion  dollar 
outsourcing  contract  with  GE’s  Aircraft 
Engines  (GEAE)  division.  Digital  is 
providing  system  management,  operational 
and  administrative  services  and  technical 
consulting  and  has  taken  over  direct  or 
remote  management  of  all  of  GEAE’s 
midrange  departmental  computer  systems 
at  13  locations  across  the  U.S. 

• Digital  was  selected  by  GM  Hughes 
Electronics/DIRECTV  to  design  and  develop 
billing  applications  software  and  operate 
and  manage  its  subscriber  management 
system  and  IT. 

• Digital  manages  operation  of  DSM 
Engineering  Plastics’  North  American 
manufacturing  operation,  which  runs  SAP 
R/3  software  on  Alpha  21000  systems  and  its 
wide-area  network  and  provides  help  desk 
services. 

• Digital  is  providing  systems  operations 
(facilities  management)  services  to  the 
Plymouth  Health  Authority. 

Multivendor  Customer  Services 

In  addition  to  outsourcing  services.  Digital 
services  and  supports  multivendor 
environments  through  hardware  maintenance, 
software  support,  installation,  network 
services,  learning  services  and  support  for  a 
range  of  IT  manufacturers  and  developers. 

• MCS,  with  22,000  employees,  has  450 
locations  in  100  countries,  14  Remote 
Customer  Support  Centers,  35  Network 
Solution  Centers,  network  service  delivery 
in  more  than  100  countries  and  14  U.S. 
training  centers. 


• Digital  supports  hardware,  software  and 
networking  products  from  Digital,  IBM, 
Hewlett-Packard,  Olivetti,  Intel,  Dell,  Apple, 
Compaq,  Sun,  Microsoft,  Novell,  Oracle, 
NeXT  and  1,400  other  vendors. 

Hardware  Maintenance — Services  include  on- 
site support,  carry-in  SERVICenters,  mail-in 
and  courier  services,  remote  diagnosis  and 
problem  solving,  self-maintenance  services 
and  equipment  disposal. 

Software  Support  Service — Services  include 
PC  application  support,  operating  system 
support,  help  desk  services,  help  desk  backup 
support,  on-line  bulletin  board  and  solutions 
databases,  licensing  and  update  support  and 
software  asset  management. 

Network  Services — ^Digital  provides  consulting, 
assessment,  planning  and  design, 
interoperability  testing,  network  integration, 
network  implementation,  network 
management,  performance  tuning  and 
Internet  services. 

Support  for  Information  Technology 
Manufacturing  and  Developers — Services 
include  product  and  component  repair, 
warranty  services,  serviceability  certification, 
software  support,  interoperability  testing  and 
software  publishing. 

The  Software  Utility  Program — ^This  program 
provides  customers  with  an  enterprise-wide 
service  that  includes  software  acquisition, 
license  management  and  tracking  and 
maintenance  to  help  reduce  support  costs  and 
ensure  smooth  implementation  and 
integration  of  new  applications. 

PC  Utility  Program — ^Under  this  program. 
Digital  provides  full  life  cycle  services  to 
support  desktop  users,  including: 

• Planning  and  local-area  network  design 
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• Multivendor  product  procurement 

• Staging,  installation  and  training 

• Hardware,  software  and  networking 
upgrades 

• Help  desk  support 

• Trade-in  and  product  disposal 

Technology  Migration  Services 

Online  Services  for  Software  Acquisition  gives 
customers  who  use  Digital  as  their  software 
reseller  the  ability  to  order  desktop  software 
over  the  Internet  using  the  World  Wide  Web. 

Software  Products 

Digital  has  reahgned  its  software  portfolio  into 
the  following  categories: 

• Platform  software  includes  operating 
systems  and  closely  related  software  focused 
on  system  reliability,  scalability  and 
manageability. 

• Systems  integration  software  enables  a 
systems  integrator  to  deliver  a service  or 
solution  more  quickly,  reliably  or  cost 
effectively.  This  software  consists  of  tools 
and  applications  that  are  not  available 
elsewhere. 

• Connectivity  software  includes  both 
enterprise  client/server  software  and 
internetworking  software. 

Digital’s  products  are  summarized  in  Exhibit 
B on  the  following  page. 

During  1995,  Digital  armounced  significant 
changes  to  its  software  licensing  practices, 
including  regrouping  products  under  three 
broad  system  classes,  improving  upgrade  and 
migration  processes  and  replacing  the 


traditional  ClusterWide  license  offering  with  a 
more  flexible  license  price  on  system  classes. 

Marketing  and  Sales 

Sales  in  the  U.S.  are  conducted  through  direct 
sales  and  through  various  third-party 
arrangements. 

Sales  and  marketing  operations  outside  the 
U.S.  are  conducted  through  sales  subsidiaries 
throughout  the  world;  by  direct  sales  from  the 
parent  corporation;  and  through  various 
representative  distributorship  arrangements, 
value-added  resellers  and  retailers. 

The  direct  sales  force  concentrates  on  the  top 
1,000  customers  and  indirect  sales  channels 
are  used  to  address  the  needs  of  other 
customers. 

Alliances 

Digital  has  alliances/agreements  with  a range 
of  vendors. 

Recent/significant  alliances  include  the 
following: 

• In  August  1995,  Digital  and  Microsoft 
announced  a strategic  alliance  to  meet 
customer  demand  for  Microsoft-based 
solutions  and  support  in  enterprise-wide 
computing.  The  alliance  combines  Microsoft 
client/server  products  with  Digital’s 
expertise  in  enterprise  systems,  service, 
support  and  systems  integration,  enabling 
customers  to  deploy  business  solutions  on 
Microsoft  Windows  and  Windows  NT 
operating  systems  with  assurance  of 
integration  into  the  most  complex  business 
environments.  As  part  of  the  agreement, 
Microsoft  committed  to  release  future  server 
software  on  Intel  and  Alpha  systems 
simultaneously  and  client  software  on  Alpha 
and  other  RISC  systems. 
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Exhibit  B 

Key  Digital-Developed  Software  Products 


Piatform  Software 

SI  Software 

Connectivity  Software 

Open  VMS  Operating  System 

DEC/EDI 

POLYCENTER 

- Open  VMS  System  Software 

Framework-Based  Environment 

- Netview  UNIX  & NT 

- Open  VMS  Compilers 

LinkWorks 

- ManageWorks/LAN  Integration 

- Open  VMS  Storage 

Access  Works  (DBI) 

- Network  Management  Tools 

Management 

BASEstar,  PDAS 

- Performance  Solution  Family 

- ALL-IN-1  Family  of  Products 

TeMIP 

- AssetWorks/Asset  Management 

- MailWorks  Open  VMS 

DEC  SS7 

- Problem  Management 

- TeamLinks 

Fraud  Management 

- Scheduler/Administration 

- Datatrieve 

Jabberwocky 

- VTX 

Security  Tools 

MAI Lbus-X. 400/SMTP  backbone 

- DECset 

X.500  Directory  Services 

-ACMS  Family 

ObjectBroker 

DECMessageO 

Digital  UNIX  Operating  System 

Firewall  for  UNIX  & NT 

- UNIX  System  Software 

Mobilizer 

- UNIX  Compilers 

Workgroup  Web 

- COHESIONworX,  TEAM/SEE 

- FUSE 

- UNIX  Storage  Management 
Software 

- Mailworks  UNIX 

Windows  NT  Operating  System 

- Windows  NT  Compilers 

- excursion 

- Clustering  Software 

NAS  Packages 

DECNET,  DEACNEAT/OSI 

PATHWORKS 

IBM  Interconnect  Products 

X.25 

RTR 

1 ACMSxp 

Workgroup  WebForum 

Page  16  of  17 


©INPUT  1996,  Reproduction  prohibited. 


Digital  Equipment  Corporation 
January  1996 


INPUT  Vendor  Profile 


• Digital  has  a teaming  agreement  with  Cable 
& Wireless  pic,  London  to  jointly  provide 
fully  integrated  network  solutions  to  their 
customers  worldwide.  The  agreement 
combines  the  telecommunications  expertise 
of  Cable  & Wireless  with  the  systems 
integration  and  data  networking  expertise  of 
Digital. 

Wireless  industry  partners  include 
InfoCellular,  Kingston-SCL,  MPR  Teltech 
Ltd.,  Metrica,  SAP  and  SEMA  Group  Telecom. 

Database  partners  include  Oracle,  Informix, 
Sybase  and  Software  AG. 

Competition 

Digital’s  major  competitors  for  its  systems 
integration  and  professional  services  include 
Andersen  Consulting,  Computer  Sciences 
Corporation,  Electronic  Data  Systems,  IBM, 
Hewlett-Packard,  Unisys,  SHL  Systemhouse 
(MCI)  and  CAP  Gemini. 

Major  competitors  for  outsourcing 
management  services  include: 

• Client/server — Andersen  Consulting,  CSC, 
Hewlett-Packard,  EDS  and  Unisys 

• Business  recovery  services — Comdisco, 
SunGard,  Hewlett-Packard,  IBM  ISSC  and 
AT&T 

• Intemet/Web  server  management — ^Bolt, 
Beranek  and  Newman  (BBN),  IBM  Global 
Network 


INPUT  Assessment 

Digital’s  major  strengths  related  to  its 

information  services  include: 

• Depth  of  knowledge  and  experience  in  the 
client/server  and  networking  environments 

• Large  installed  base 

• Worldwide  coverage 

• Integrated  approach  to  the  market  between 
hardware,  software  and  services 

Challenges  over  the  coming  year  include: 

• Implementation  of  new  integrated  strategy 

• Ability  to  retain  experienced  employees  after 
a turbulent  two  years  and  changing  of 
directions 

• Moving  away  from  the  image  of  being  a 
company  focused  solely  on  chip  technology 
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Dimension  X 


CEO:  Karl  Jacob 

181  Fremont  Street,  Suite  120 
San  Francisco,  CA  94105 
Phone:  (415)243-0900 

Fax:  (415)243-0997 

Internet:  http://www.dimensionx.com 


Status:  Private 

Employees:  28 


Organization  and  Structure 

Key  executives  are  listed  below; 


Company  Description 

Dimension  X,  founded  in  1995,  is  a leader  in 
providing  Java-based  platforms  and  tools  for 
communicating  ideas  and  concepts  over  the 
Internet. 

The  company’s  products  include  Liquid 
Motion,  a Java  design  tool,  and  Liquid 
Reality,  a JavaADlML  platform. 


Dimension  X 
Key  Executives 


Name 

Title 

Karl  Jacob 

CEO 

Scott  Fraize 

CTO 

Hal  Tozer 

VP  Marketing 

Greg  Fry 

CFO 

Dimension  X is  headquartered  in  San 
Francisco  (CA). 


The  company  is  split  into  a Tools  section, 
responsible  for  developing  Java  tools,  and  a 
Studio  section  for  design. 
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Company  Strategy 

In  May  1996,  Dimension  X unveiled  a long- 
term strategy  to  leverage  the  synergy  between 
the  development  of  Java  tools  and  Web  site 
production. 

The  company  feels  that  the  rapid  pace  of  the 
Internet  industry  requires  a short  product 
development  cycle,  and  such  fast  development 
necessitates  the  tight  relationship  between 
production  and  tools  development.  These 
tools  can  then  be  used  and  honed  in  the 
Dimension  X Studio  before  delivery  to  the 
market. 

Dimension  X feels  that,  because  of  this 
internal  relationship,  the  company  can  focus 
on  the  development  and  support  of  new  2-D 
and  3-D  content  creation  tools  and  authoring 
environments  for  the  Internet.  These  tools 
will  then  “empower”  developers  and  artists  to 
deliver  their  own  vision  on  the  Web. 

Market  Financials 

The  company’s  Tools  products  are  targeted  at 
Web  developers,  artists,  and  end  users. 

The  Web  site  development  Studio  focuses  on 
“high-end”  sites. 

Employees 

Dimension  X currently  has  28  employees. 

Key  Products  and  Services 

Liquid  Reality 

Liquid  Reality  is  a set  of  Java  class  libraries 
that  allow  developers  to  create  tools  and 
viewers  for  interactive  \TIML  2.0  applications. 

Using  the  Liquid  Reality  platform,  developers 
can  create  viewers,  tools,  and  solutions  that 
are  \JRML  2.0  compliant,  and  also  that  are 
extensible  using  Java. 


Liquid  Reality  is  available  in  beta  form  for  a 
free  download  from  the  Dimension  X Web  site. 

Because  it  is  written  in  Java,  Liquid  Reality  is 
available  for  all  platforms. 

\ 

Liquid  Motion 

Liquid  Motion  is  an  authoring  tool  for  creating 
animations  in  Java.  It’s  a drag  and  drop  tool 
that  lets  nonprogrammers  create  animated 
scenes  with  backgrounds  and  soundtracks, 
sprites  with  different  behaviors,  drawn  path, 
and  more.  Using  Liquid  Motion  allows  users 
to  animate  their  Web  pages  without  writing  a 
line  of  code. 

Liquid  Motion  is  written  in  Java  andf  is 
available  on  all  platforms  for  $49.99. 

Clients 

Dimension  X’s  clients  include  Sega  of 
America,  MCA  Records,  Intel,  Fox 
Broadcasting,  AT&T,  Kenwood, 

Entertainment  Radio  Network,  and  GT,  Inc. 

Marketing  and  Sales 

Company  marketing  activities  include  trade 
shows,  on-line  marketing,  the  company  Web 
site,  and  distribution  on  Earthweb’s  Gamelan 
Web  site. 

Alliances 

Microsoft  licenses  the  Liquid  Reality  Core  for 
reading,  writing,  and  viewing  VRML  2.0  on 
the  Windows  95  and  Windows  NT  platforms 
from  Dimension  X. 

Competition 

Dimension  X’s  products  do  not  have  any  direct 
competition,  because  they  are  the  only 
development  tools  and  platforms  written  in 
Java,  and  thus  are  extensible  to  all  platforms. 

The  company’s  products  do  indirectly  compete 
with  other  Java  development  tools  from  such 
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companies  as  Macromedia,  Symantec,  and 
Borland,  but  these  tools  are  not  written  in 
Java,  and  must  therefore  be  rewritten  for 
additional  or  differing  platforms. 

The  company’s  Web  site  production  studio 
competes  with  any  Web  house  production 
agency,  including  WebBurst,  a Macintosh- 
based  production  studio. 

INPUT  Assessment 

Dimension  X’s  strengths  include: 

• Status  as  the  leading  provider  of  Java-based 
development  tools 

• A close  working  relationship  with  Sun 
Microsystems  and  Microsoft 


• Microsoft’s  licensing  of  Liquid  Reality 

• Publicity  generated  by  company-designed 
Web  sites  (The  Simpsons,  Kenwood) 

• Company  use  and  pioneering  in  the  fields  of 
Java  and  \T1ML 

Future  challenges  include  the  following: 

• Maintaining  leadership  status  in  the 
increasingly  competitive  Java  development 
tools  market 

• Managing  rapid  company  growth 
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Donnelley  Enterprise 
Solutions,  Inc. 


Chairman, 

President  & CEO:  Rhonda  KochlefI 
161  North  Clark  Street 
Suite  2400 
Chicago,  IL  60601 

Phone:  (312)419-1020 

Fax:  (312)419-7659 

Status:  Subsidiary 

Parent:  R.R.  Donnelley  & Sons 

Employees:  830 

Revenue:  $75,000,000* 

Fiscal  Year  End:  12/31/95 

*INPUT  Estimate 

Company  Description 

The  new  subsidiary  ahgns  the  document 
management  services  already  offered  hy 
Donnelley  Business  Services  with  the  systems 
integration  capabilities  provided  by 
LANSystems  (acquired  by  R.R.  Donnelley  in 
June  1995)  and  the  information  systems 
outsourcing  capahihties  of  its  newest  division. 
Systems  Management  Group. 

Donnelley  Enterprise  Solutions,  Inc.  was 
formed  as  a new  subsidiary  of  R.R.  Donnelley 
& Sons  Company  in  March  1996  to  provide 
integrated  information  management  services 
to  firms  in  the  legal,  investment  banking, 
accounting,  and  insurance  industries. 

R.R.  Donnelley  & Sons,  with  sales  of  $6.5 
billion  and  more  than  41,000  employees, 
manages,  reproduces,  and  distributes  print 
and  digital  information  for  the  pubhshing, 
retailing,  merchandising,  and  information 
technology  markets. 
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Organization  and  Structure 

Donnelley  Enterprise  Solutions  operates 

through  three  business  divisions: 

• Donnelley  Business  Services,  based  in 
Chicago  with  650  employees,  provides  office 
services  outsourcing,  including  document 
imaging,  reprographics,  desktop  pubhshing, 
facsimile  and  networked  printing.  This 
division  has  offices  in  Chicago,  New  York, 
Washington,  D.C.,  Dallas,  Houston,  Los 
Angeles,  San  Francisco,  and  Hong  Kong. 

• The  Systems  Management  Group,  based  in 
Chicago  with  12  employees,  provides 
information  systems  outsourcing,  including 
systems  administration,  network 
management,  help  desk  support,  and 
systems  design  and  implementation.  This 
division  has  offices  in  Chicago,  New  York, 
Dallas,  Atlanta,  Los  Angeles,  San  Diego,  and 
San  Francisco. 

• LANSystems,  based  in  New  York  with  160 
employees,  is  a systems  integration  firm 
providing  enterprise  network  and  systems 
design,  implementation,  support,  and 
consulting  services.  This  division  has  offices 
in  New  York,  Washington,  D.C.,  Atlanta, 
Chicago,  Dallas,  San  Francisco,  Los  Angeles, 
and  Orange  County  (CA). 

Donnelley  Enterprise  Solutions’  key 

executives  are  listed  below. 


Key  Executives 


Name 

Title 

Rhonda  KochlefI 

Chairman,  President  & CEO 

Leo  Spiegel 

CTO  and  SVP 

Linda  Finkel 

President,  Donnelley 
Business  Services 

Tom  Bradbury 

President,  LANSystems 

John  Whyte 

GM,  Systems  Management 
Group 

Company  Strategy 

The  mission  of  Donnelley  Enterprise  Solutions 
is  to  provide  its  chents  with  a competitive 
business  advantage  by  developing  and 
managing  integrated  information  solutions 
that  leverage  technical  and  operational 
resources. 

The  company  seeks  to  be  a single  source 
provider  of  integrated  management 
information  services  through  its  three 
divisions. 

Financials 

Donnelley  Enterprise  Solutions’  combined 
operations  (pro  forma)  generate  an  estimated 
$75  milhon  in  annual  revenue. 

Market  Financials 

Donnelley  Enterprise  Solutions’  target  market 
is  firms  in  the  legal,  investment  banking, 
accounting  and  insurance  industries,  including 
multinational  firms. 

Employees 

Donnelley  Enterprise  Solutions  has 
approximately  830  employees,  segmented  as 
follows: 


Donnelley  Business 

Services 650 

LANSystems 160 

Systems  Management  Group 12 

General  and  administrative 8 


830 

Key  Products  and  Services 

Donnelley  Enterprise  Solutions  provides  a 
range  of  outsourcing,  systems  integration,  and 
professional  services,  as  described  below. 

Donnelley  Business  Services 

Donnelley  Business  Services  provides  office 
services  outsourcing  for  multinational  firms. 
The  division  is  committed  to  streamlining 
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business  operations  and  integrating  office- 
support  systems  into  customers’  working 
environments  to  improve  mission-critical 
business  processes.  Capabilities  include: 

• Document  imaging 

• Word  processing 

• Litigation  support 

• Desktop  publishing 

• Reprographics 

• Facsimile  management 

• Mailroom  operations 

• Records  management 

Systems  Management  Group 

The  Systems  Management  Group  is  a new 
division  that  supplements  and  complements 
in-house  capabilities  and  resources  for  clients 
to  enable  them  to  decrease  operational  costs, 
improve  user  support,  implement  new 
technologies,  reduce  staff  and  overhead,  and 
improve  the  return  on  technology  investment. 

Outsourcing  services  provided  include; 

• Systems  management 

• Network  management 

• Server  administration 

• Performance  monitoring 

• Security  management 

• Configuration  management 

• Telecommunications 

• Help  desk  support 

• Technology  evaluation  and  research 

• Staffing  and  process  improvement 

LAN Systems 

LANSystems  provides  enterprise  systems  and 
network  design,  implementation,  support, 
consulting,  and  custom  systems  development 
services  for  document-intensive  organizations 
and  multinational  firms. 


Systems  integration  services  provided  include: 

• Design 

• Implementation 

• Support 

• Consultation 

• Systems  development 

• Application-integration  utihties 

• Document  management  conversions 

• Technology  migrations 

Marketing  and  Sales 

Donnelley  Enterprise  Solutions  markets  its 
services  through  a direct  sales  force. 

Alliances 

Donnelley  Enterprise  Solutions  has 
alliances/marketing  agreements  with  various 
vendors,  including  the  following: 

• Microsoft 

• Novell 

• Hewlett-Packard 

Competition 

Donnelley  Enterprise  Solutions’  major 
competitors,  by  division,  include  the  foUowing: 

• Donnelley  Business  Services:  Pitney  Bowes 
and  Xerox  Business  Services 

• Systems  Management  Group:  EDS  and  IBM 
ISSC 

• LAJMSystems:  SRA,  TechLaw/ Automation 
Partners,  US  CONNECT 

INPUT  Assessment 

Donnelley  Enterprise  Solutions’  strengths 
include: 

• Strong  track  record  in  vertical  markets 

• Long-term  client  partnerships 
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• Broad,  single-source  service  offerings. 
Challenges  over  the  coming  year  include; 

• Keeping  up  with  technological  change 

• Successfully  completing  large-scale 
imple  me  ntations 

9 

a 

Parent  Company 

R.R.  Donnelley  & Sons  Company 
77  West  Wacker  Drive 
Chicago,  IL  60601-1696 
Phone:  (312)  326-8000 
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DIEBOLD,  INC. 


P.O.  Box  8230 
818  Mulberry  Street,  SE 
Canton,  OH  44711 
Phone:  (216)489-4993 


Chairman  & CEO: 
President  & COO: 
Status: 

Total  U.S.  Employees: 
Total  Revenue: 

Fiscal  Year  End: 


R.W.  Mahoney 
R.P.  Barone 


Public 

4,183 


$506,200,000 

12/31/91 


Key  Points 


• Diebold,  Inc.  is  a world  leader  in  financial  self-service  transaction 
systems,  security  products,  and  customer  service. 

• The  company,  headquartered  in  Canton  (OH),  has  international 
offices  in  Canada,  England,  Germany,  and  Hong  Kong,  and 
manufacturing  facilities  in  Ohio,  Virginia,  and  South  Carolina. 

• Diebold's  stated  mission  is  to  increase  shareholder  value  by 
improving  profits  from  operations  in  the  automation  of  self-service 
transactions,  security  products,  software  and  service  for  the 
company's  global  financial  and  commercial  markets. 
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Company 

Description 

Diebold  is  an  established  worldwide  supplier  of  banking  equipment  and 
a leading  manufacturer  of  automated  teller  machines  (ATMs). 

Diebold  has  a long-established  relationship  with  the  banking 
community  and  has  developed  a large,  national  field  organization  to 
support  these  critical  applications. 

Diebold  is  organized  into  four  business  units  to  allow  the  concentration 
of  resources  and  energies  on  core  products  and  services:  InterBold, 
Diebold  Security  Products,  Diebold  North  American  Sales  and  Service, 
and  Diebold  International  Sales  and  Service. 

Company  History 

Founded  in  1859,  Diebold  manufactures  and  services  a range  of 
products  for  the  financial  industry,  including  vaults  and  safes,  electronic 
security  systems,  and  self-service  banking  systems.  Diebold  has  over  30 
years'  experience  in  the  remote  banking  service  market  and  over  20 
years'  experience  in  the  ATM  computer  and  controller  service  market. 

The  company  has  been  in  the  multivendor  maintenance  business 
informally  for  many  years,  and  entered  the  market  formally  with  a 
multivendor  services  program  in  1983. 

Financials 

Diebold's  1991  U.S.  maintenance  revenue  was  $228.0  million,  an 
increase  of  1%  over  1990  revenue  of  $225.0  million.  Total  company 
revenues  reached  $506.2  million  in  1991,  an  increase  of  3%  over  1990 
revenues  of  $490.0  million. 

Alliances 

In  September  1990,  Diebold  and  IBM  announced  the  formation  of  a 
new  joint  venture,  InterBold,  to  provide  ATMs  and  other  financial  self- 
service  systems  worldwide.  Diebold  owns  the  majority  of  the  venture, 
with  IBM  owning  the  smaller  share. 

• InterBold,  headquartered  in  Canton  (OH),  is  offering  a full 
complement  of  products,  from  low-end  cash  dispensing  equipment  to 
high-end  full-function  ATMs. 

• InterBold  will  market  the  full  product  line  in  the  U.S.,  with  Diebold 
providing  the  installation  and  support.  IBM  will  market  and  service 
the  product  line  outside  of  the  U.S. 

In  February  1989,  Diebold  entered  into  an  agreement  with  Tandem 
Computers  to  provide  service  and  support  to  Tandem  and  non-Tandem 
distributed  products  (terminals,  printers,  workstations,  and  point-of- 
sale  devices)  at  Tandem  service  locations. 
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Acquisitions 

In  December  1991,  Diebold  purchased  certain  assets  of  Systemes  de 
Securite  Omnitron  Inc.,  a Montreal-based  security  service  business. 
This  acquisition  enhanced  Diebold's  Canadian  presence  in  both 
security  products  and  service. 

• The  purchased  assets  included  service  contracts  and  service  parts 
inventories.  Diebold  Company  of  Canada  provides  installation  and 
service  for  access  control  and  electronic  security  systems  in 
Montreal,  Ottawa,  Ontario,  and  eastern  Canada. 

In  December  1990,  Diebold  announced  the  completed  purchase  of 
certain  assets  of  IBM's  ATM  service  business,  including  existing  ATM 
maintenance  agreements  and  service  parts  inventories  required  to 
support  the  installed  base  of  IBM  ATMs  in  the  U.S. 

In  June  1989,  Diebold  acquired  certain  assets  of  the  Field  Service 
Division  of  the  Payment  Service  Division  of  Electronic  Data  Systems 
Corp.  This  division  of  EDS'  Payment  Service  Division  had  provided 
hardware  maintenance  for  ATMs,  teller  terminals,  and 
telecommunications  devices  related  to  the  payment  Services  Division's 
electronic  funds  transfer  transaction  processing  services.  The 
purchased  assets  included  EDS  service  contracts  and  service  parts 
inventories. 

Competitors 

Diebold's  main  competitor  in  the  ATM  and  financial  equipment 
market  is  ATT/NCR.  Other  companies  that  compete  with  the  service 
portion  of  Diebold's  business  include  IBM,  Bell  Atlantic  Business 
Systems  Services,  Intelogic  Trace,  Novadyne,  Idea  Servcom,  JWP 
Information  Services,  and  ComputerLand. 

Key  Products  and 
Services 

Diebold  has  given  responsibility  for  each  of  its  products  and  services  to 
four  operating  units,  each  with  its  own  focus: 

• InterBold,  the  joint  venture  with  IBM,  operates  as  a fully  integrated 
division  of  Diebold  focusing  completely  on  ATMs  and  related 
systems. 

• Diebold  Security  Products  is  responsible  for  designing  and 
manufacturing  physical  security  products  such  as  vaults  and  safe 
deposit  boxes;  electronic  security  products,  including  everything 
from  access  control  systems  to  security  monitoring  networks;  and 
facility  products,  like  pneumatic  drive-up  banking  systems  and 
undercounter  storage  equipment. 
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Industry  Markets 


Geographic 

Markets 


• Diebold  North  American  Sales  and  Service  performs  maintenance 
on  all  Diebold  and  InterBold  products  and  associated  equipment 
from  other  manufacturers,  virtually  all  retail  banking  equipment. 

• Diebold  International  Sales  and  Service  works  with  IBM's  global 
marketing  organization  and  a variety  of  international  distributors  to 
sell  and  service  InterBold  and  Diebold  products  globally. 

In  support  of  the  installed  base  of  ATMs  and  other  associated  financial 

processing  equipment,  Diebold  has  developed  several  programs  to 

better  serve  their  customers. 

• All  calls  are  monitored  by  engineers  in  the  Technical  Assistance 
Center(TAC).  For  critical  problems  that  can  be  solved  by  the 
customer,  the  TAC  phones  the  customer  with  the  solution.  For 
problems  that  require  a customer  service  engineer,  the  TAC  sends 
the  engineer  the  information  needed  to  solve  the  problem  quickly. 

• Through  the  Diebold  Electronic  Customer  Access  Link  (DECAL), 
customers  have  direct  access  to  their  computers  in  Diebold's 
Customer  Response  Center  (CRC).  This  enables  customers  to  place 
maintenance  requests,  track  response  status,  and  investigate  their 
equipment's  service  history  from  their  own  computers.  A detailed 
history  of  every  piece  of  equipment  maintained  is  in  the  on-line, 
real-time  information  system  FACTS  (Field  Automated  Control  and 
Tracking  System)  for  access  from  the  CRC. 

• Service  technicians  also  have  access  to  the  CRC  from  hand-held 
computers  to  bring  the  company's  centralized  data  right  to  the  field 
site. 

• Diebold  has  also  developed  an  on-line  Service  Parts  Information 
System  (SPINS),  to  track  and  maintain  parts  at  local  branches,  and 
in  the  customer  service  engineers'  vans  to  find  the  required  parts  as 
quickly  as  possible.  Replacement  parts  are  automatically  sent  to 
replace  those  used  in  the  service  call. 


Diebold  focuses  almost  exclusively  on  the  financial  services  market. 


Approximately  78%  of  Diebold's  1991  total  revenue  was  derived  from 
the  provision  of  equipment  and  services  in  the  U.S.  and  22%  from 
other  international  sources. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  FEBRUARY  1984 


DIGICON  INC. 

3701  Kirby  Drive 
Houston,  TX  77098 
(713) 526-5611 


Edward  R.  Prince,  Jr.,  Chairman  and 
President 

Public  Corporation,  AMEX 
Total  Employes:  2,113 
Total  Revenue,  Fiscal  Year  End 
7/31/85:  $158,729,000 
Computer  Services  Revenue: 
$85,246,000 


DIGICON  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY  (a) 
($  thousands,  except  per  share  data) 


YEAR 

ITEM 

7/85 

7/84 

7/83 

7/82 

7/81 

Revenue  from  continuing 

$ 158,729 

$ 147,784 

operations 

$ 145,356 

$ 145,589 

$95,316 

. Percent  change 

from  previous  year 

7% 

1% 

- 

53% 

N/A 

Income  (loss)  from 

continuing  operations 
before  taxes 
. Percent  change 

$ (11,565) 

$ (53,471) 

$ 

(6,192) 

N/A 

N/A 

from  previous  year 

78% 

(764%) 

N/A 

N/A 

N/A 

Net  income  (loss) 

$ (22,650) 

$ (52,736) 

$ 

(4,523) 

$ 

10,448 

$ 

5,969 

. Percent  change 

from  previous  year 

57% 

* 

(143%) 

75% 

155% 

Earnings  (loss)  per  share 

from  continuing 
operations 
. Percent  change 

$ (2.94) 

$ (12.66) 

$ 

(1.32) 

$ 

2.43 

$ 

1.36 

from  previous  year 

77% 

(859%) 

(154%) 

79% 

N/A 

Net  earnings  (loss)  per 

$ (5.09) 

share 

. Percent  change 

$ (13.26) 

$ 

(1.19) 

$ 

2.68 

$ 

2.02 

from  previous  year 

62% 

* 

(144%) 

33% 

100% 

Percent  change  exceeds  1 ,000% 
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(a)  Certain  financials  have  been  restated  to  reflect  the  discontinuance  of  the 
company's  compressor  packaging  operations  which  occurred  in  the  third  quarter 
of  fiscal  1985.  Net  losses  from  this  business  were  approximately  $9.8  million  in 
fiscal  1985,  $5.7  milion  in  fiscal  1984,  and  $2.5  million  in  fiscal  1983. 

• Digicon  management  attributes  net  losses  to  the  decline  in  the  demand  for 
and  pricing  of  oilfield  noncomputer  services  and  the  poor  performance  of  the 
company's  compressor  packaging  business. 

• In  December  1984,  NL  Industries,  Inc.  invested  $12.5  million  in  Digicon  in 
return  for  common  and  preferred  stock  equivalent  to  44%  of  Digicon  common 
stock.  In  addition,  NL  funded  $2  million  in  seismic  research  in  1985  and  has 
an  option  to  fund  an  additional  $1  million  during  1986.  If  the  entire  $3  million 
in  research  funding  is  paid  or  committed,  NL  will  have  the  right  to  purchase 
up  to  64%  of  Digicon's  common  stock  through  the  exercise  of  warrants  for  an 
additional  $15.7  million. 

• Revenue  for  the  three  months  ending  October  31,  1985  reached  $36.2  million, 
compared  to  $44.3  million  for  the  same  period  in  1984.  Net  losses  for  the 
quarter  were  $2.4  million,  compared  to  net  losses  of  $3.4  million  for  the  first 
quarter  of  fiscal  1985. 

SOURCE  OF  REVENUE 

• A three-year  breakdown  of  Digicon's  revenue  from  continuing  operations  by 
business  segment  follows; 


DIGICOM 

THREE-YEAR  SUMMARY  OF  REVENUE 
($  thousands) 


FISCAL  YEAR 

ITEM  ' 

7/85 

7/84 

7/83 

Geophysical  services 

$ 152,839 

$ 137,519 

$ 135,198 

. Percent  increase 

from  previous  year 

11% 

2% 

2% 

Manufacturing 

$ 5,890 

$ 10,265 

$ 6,713 

. Percent  increase 

(decrease)  from 

previous  year 

(43%) 

53% 

(9%) 

Tug/supply  service  (a) 

- 

- 

$ 3,445 

. Percent  increase 

(decrease)  from 

previous  year 

- 

(32%) 

(a)  During  the  first  quarter  of  fiscal  1984  Digicon  changed  from  the  consolidation 
method  to  the  equity  method  of  accounting  for  its  investment  in  tug/supply 
services. 
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Digicon's  computer  services  activities  are  conducted  through  the  company's 
geophysical  services  business  segment.  Approximately  $85.2  million  (56%)  of 
Digicon's  fiscal  1985  revenue  was  derived  from  computer  services,  a 6% 
increase  over  an  estimated  $80.1  million  in  fiscal  1984.  A three-year 
summary  of  computer  services  revenue  sources  follows: 


FISCAL  YEAR 

7/85 

7/84 

7/83 

ITEM 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Tofal 

Revenue 

Percent 
of  Total 

Seismic  data 
processing 

$45,503 

54% 

$41,071 

51% 

$ 40,407 

53% 

Turnkey  systems 

28,427 

33 

26,303 

33 

29,290 

38 

Proprietary  data 
sales 

1 1,316 

13 

12,705 

16 

6,496 

9 

Total 

$ 85,246 

100% 

$ 80,079 

100% 

$76,193 

100% 

Approximately  94%  ($42.8  million)  of  seismic  data  processing  was 
batch  processing  and  6%  ($2.7  million)  was  facilities  management 
processing. 


Turnkey  system  revenue  was  derived  from  the  DISCO  seismic  proces- 
sing system  and  Discovery,  an  exploration  mapping  and  data  base 
system. 

Proprietary  data  sales  (batch  processing)  represented  13%  of  fiscal 
1 985  computer  services  revenue. 

• A three-year  summary  of  geographic  sources  of  Digicon's  revenue  is  estimated 
as  follows: 


7/85 

7/84 

7/83 

U.S. 

71% 

72% 

66% 

Europe,  Africa,  Middle 
East 

22 

22 

25 

Far  East 

_7 

6 

_9 

100% 

100% 

100% 
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COMPANY  HIGHLIGHT 


DIGICOM  INC. 

3701  Kirby  Drive 
Houston,  TX  77098 
(713)  526-561 1 


Edward  R.  Prince,  Jr.,  Chairman  and 
President 

Public  Corporation,  AMEX 
Total  Employees:  2,541 
Total  Revenue,  Fiscal  Year  End 
7/31/83:  $153,482,000 
Computer  Services  Revenue: 
$76,200,000* 


THE  COMPANY 

• Digicon  Inc.  was  incorporated  in  Delaware  in  1969  as  the  successor  to  Digital 
Consultants,  Inc.,  a Texas  corporation  formed  in  1965.  Digicon  primarily 
supplies  geophysical  services  and  equipment  to  the  oil  and  gas  industry. 
Computer  services  provided  include  processing  and  turnkey  systems. 

• Fiscal  1983  revenue  was  $153.5  million,  a 6%  decline  from  the  fiscal  1982 
revenue  of  $163. 1 million.  Net  losses  were  $4.5  million,  as  compared  to  net 
income  of  $10.4  million  in  1982.  A five-year  financial  summary  is  presented 
on  the  following  page. 

• Digicon  management  attributes  declines  in  revenue  and  income  to  the  follow- 
ing factors: 

Oversupplies  of  oil  and  gas  have  created  uncertainty  about  the  market 
price  of  petroleum  products,  resulting  in  a sharp  reduction  in  worldwide 
spending  for  exploration  and  development  activities  over  the  past  18 
months. 

This  decrease  in  spending  has  created  substantial  excess  capacity  in  the 
oilfield  services  industry  in  general,  and  the  resulting  severe  price 
competition  has  sharply  reduced  the  prices  received  and  margins 
earned  by  Digicon  and  its  competitors  in  the  geophysical  services 
industry  segment.  These  factors  have  also  adversely  affected  Digicon's 
compressor  packaging  and  tug/supply  businesses. 
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DIGICOM  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


^ FISCAL  YEAR 

7/80 

7/79 

ITEM 

7/83 

7/82 

7/81 

Revenue 

$ 

153,482 

$ 163,126 

$ 107,983 

$53,681 

$38,728 

. Percent  increase 

(decrease)  from 
previous  year 

(6%) 

51% 

101% 

39% 

33% 

Income  (loss)  before 

taxes  and  extraordinary 
item 

. Percent  increase 

$ 

(8,853) 

$ 

14,600 

$ 

8,412 

$ 

3,454 

$ 

908 

(decrease)  from 
previous  year 

(161%) 

74% 

144% 

280% 

(1%) 

Net  income  (loss) 

$ 

(4,523) 

$ 

10,448 

$ 

5,969 

$ 

2,340 

$ 

457 

. Percent  increase 

(decrease)  from 
previous  year 

(143%) 

75% 

155% 

412% 

71% 

Earnings  (loss)  per 

$ 

$ 

$ 

$ 

$ 

share 

. Percent  increase 

(1.19) 

2.68 

2.02 

I.OI 

0.22 

(decrease)  from 
previous  year 

(144%) 

33% 

100% 

359% 

69% 

• Effective  April  29,  1983,  Digicon  acquired  Geophysical  Field  Surveys,  Inc. 
(GFS)  located  in  Jackson  (MS)  for  an  aggregate  of  approximately  $26.7 
million,  consisting  of  cash,  serial  notes,  and  Digicon  stock. 

GFS,  a geophysical  services  company  primarily  engaged  in  the  acquisi- 
tion, marketing,  and  processing  of  seismic  data,  had  annual  revenue  for 
fiscal  year  ending  April  1982  of  $27  million  and  had  approximately  220 
employees  at  the  time  of  the  acquisition. 

As  part  of  the  agreement  Digicon  also  will  pay  certain  officers  of  GFS 
an  additional  consideration  if  GFS's  previously  defined  cumulative  net 
income  for  the  three  years  ending  July  31,  1987  exceeds  $9,312,000. 

The  acquisition  has  been  accounted  for  as  a purchase.  As  such,  the 
operating  results  of  GFS  have  been  included  in  Digicon's  financials 
from  the  date  of  acquisition. 

GFS  now  operates  as  a wholly  owned  subsidiary  of  Digicon  and  the 
operations  of  Digicon's  data  center  in  Jackson  have  been  consolidated 
with  GFS's  data  center. 
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• Research  and  development  expenditures  were  $5.4  million  (4%  of  revenue)  in 
fiscal  1983,  as  compared  to  $4.9  million  (3%  of  revenue)  in  fiscal  1982. 

• On  June  28,  1983,  Digicon  finalized  a public  offering  of  35,000  units,  each 
consisting  of  $1,000  principal  amount  of  senior  subordinated  notes,  due  1993, 
and  warrants  to  purchase  27  shares  of  Digicon  common  stock  at  $16.50  per 
share.  Net  proceeds  of  approximately  $33.4  million  were  used  to  purchase 
outstanding  subordinated  debentures  from  the  underwriter,  retire  part  of  the 
company's  outstanding  bank  debt  incurred  to  purchase  capital  equipment, 
finance  additional  inventory  of  proprietary  seismic  data,  and  provide  addi- 
tional working  capital. 

• Digicon  classifies  its  business  into  four  segments  as  follows: 

Geophysical  services  performs  marine  and  land  seismic  surveys  and 
related  data  processing  and  provides  software  and  turnkey  systems  for 
geophysical  data  processing.  The  majority  of  Digicon's  computer 
services  revenue  is  derived  from  this  segment. 

Compressor  packaging  involves  the  design,  engineering,  and  fabrication 
of  compression,  process,  generation,  and  other  oilfield  production 
equipment. 

Tug/supply  services  Involves  the  ownership  and  operation  of  ocean- 
going tub/supply  ships  that  primarily  service  offshore  drilling  opera- 
tions. 

Manufacturing  operations  include  the  manufacture  and  sale  of  com- 
puter-based medical  systems,  computer  peripherals,  and  marine  geo- 
physical cables. 
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A five-year  breakdown  of  Digicon's  revenue  by  business  segment  follows: 


DIGICOM 

FIVE-YEAR  SUMMARY  OF  REVENUE 
($  thousands) 


— — ___  FISCAL  YEAR 
ITEM 

7/83 

7/82 

7/81 

7/80 

7/79 

Geophysical  services 

$ 135,198 

$ 133,192 

$85,412 

$45,563 

$ 32,855 

. Percent  increase 

from  previous  year 

2% 

56% 

87% 

39% 

39% 

Compressor  packaging 

$ 8, 1 26 

$ 17,537 

$ 12,667 

- 

- 

. Percent  increase 

(decrease)  from 

previous  year 

(54%) 

38% 

- 

- 

“ 

Tug/supply  services 

$ 3,445 

$ 5,039 

$ 3,468 

$ 3,558 

$ 3,641 

. Percent  increase 

(decrease)  from 

previous  year 

(32%) 

45% 

(3%) 

(2%) 

(1  1%) 

Manufacturing 

$ 6,713 

$ 7,358 

$ 6,436 

$ 4,560 

$ 2,232 

. Percent  increase 

(decrease)  from 

previous  year 

(9%) 

14% 

41% 

104% 

60% 

Revenue  for  the  three  months  ending  October  31,  1983,  was  $^1.2  million  as 
compared  to  $37  6 million  for  the  same  period  in  1982.  Net  losses  for  the 
quarter  were  $6.7  million,  as  compared  to  net  income  of  $1.5  million  for  the 
first  quarter  of  fiscal  1983.  Management  attributes  the  losses  to  the  same 
factors  that  affected  fiscal  1983  results  and  to  a $642,000  write-off  of  its 
remaining  equity  investment  in  Ocean  Marine  Services  Partnership  No.  I 
(tug/supply  services).  The  write-off  was  due  to  management  changes  and 
continuing  losses  in  that  venture. 

Digicon's  six  divisions  provide  the  following  products  and  services: 

Marine  Operations:  marine  seismic  data  collection. 

Land  Operations:  land  seismic  data  collection. 

Data  Processing  Operations:  seismic  data  processing. 

Computer  Systems:  geophysical  turnkey  systems 

Compressor  Packaging:  large-capacity,  custom-designed  oilfield 

production  equipment. 
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Manufacturing:  computer  peripheral  and  interface  devices,  marine 

seismic  cable,  and  computer-based  medical  analysis  systems. 

• Digicon's  domestic  subsidiaries  include: 

Bluewater  Maintenance,  Inc.,  headquartered  in  Katy  (TX),  provides 
packaged  compression  and  oilfield  production  equipment. 

Information  Products  Systems,  Inc.,  headquartered  in  Houston,  manu- 
factures computer  peripherals. 

Digisonics,  Inc.,  headquartered  in  Houston,  markets  medical  analysis 
systems. 

Geophysical  Field  Surveys,  Inc.,  headquartered  in  Jackson  (MS),  pro- 
vides onshore  geophysical  data  acquisition  and  processing,  primarily  in 
the  southeastern  U.S. 

Digicon  Utility  Services  Corp.,  headquartered  in  Houston,  is  designing 
DEC  VAX-1  l/750-based  mapping  software  for  the  telephone  and  water 
utility  industries. 

Cable  X Products,  headquartered  in  Houston,  manufactures  geophysical 
cable  and  firing  line  connectors. 

• As  of  January  15,  1984,  Digicon  had  2,243  employees,  segmented  as  follows: 


Data  processing  operations 
(includes  marketing,  customer 
support,  and  computer  operations) 

1,048 

Research  and  development 

67 

Data  acquisition 

782 

Compressor  operations 

150 

Scientific,  manufacturing,  and 
distribution 

96 

Executive,  general,  and 
administrative 

100 

2,243 

• Digicon's  primary  competitors  include  Geophysical  Services,  Inc.,  Western 
Geophysical,  Geosource,  Inc.,  Seiscom  Delta,  and  Seismograph  Service 
Corporation. 

KEY  PRODUCTS  AND  SERVICES 

• INPUT  estimates  that  $76.2  million  (50%)  of  Digicon's  fiscal  1983  revenue  was 
derived  from  computer  services,  a 2%  increase  over  an  estimated  $74.6 
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million  in  fiscal  1982.  A three-year  summary  of  computer  service  revenue 
sources  follows  ($  millions): 


7/83 

Revenue 

Percent 
of  Total 

7/82 

Revenue 

Percent 
of  Total 

im 

Revenue 

Percent 
of  Total 

Seismic  data 

processing 

$40.4 

53% 

$42.0 

56% 

$36.5 

72% 

Turnkey  systems  and 

software 

29.3 

38 

27.6 

37 

12.9 

25 

Proprietary  data 

sales 

6.5 

_9 

5.0 

_1_ 

1.7 

_3 

$76.2 

100% 

$74.6 

100% 

$51.1 

100% 

• Fifty-three  percent  of  Digicon's  fiscal  1983  computer  services  revenue  ($40.4 
million)  was  derived  from  seismic  data  processing.  Of  this,  83%  was  batch 
processing  and  17%  was  facilities  management  processing. 


Digicon  processes  seismic  data  collected  by  its  land  and  marine  crews, 
other  contractors,  and  oil  company  clients. 


. Field  data  is  processed  to  produce  a cross-section  of  the  earth's 
subsurface  using  software  designed  by  Digicon. 

. Most  centers  also  process  older  seismic  data  using  new  tech- 
niques designed  to  enhance  data  quality. 

In  1983  Digicon  operated  19  geophysical  processing  centers,  including 
10  that  were  under  facilities  management  contracts  to  major  oil  and 
gas  companies.  These  contracts  contributed  approximately  $7  million 
in  revenue. 

• Thirty-eight  percent  of  Digicon's  fiscal  1983  computer  services  revenue  ($29.3 
million)  was  derived  from  the  sale  of  geophysical  turnkey  systems. 

In  1980  Digicon  began  marketing  DISCO,  a turnkey  system  based  on  the 
DEC  VAX- 1 1/780  computer,  used  to  process  and  interpret  geophysical 
data. 


Software  modules  include  DISCO  BASIC,  which  provides  data 
reduction,  CDP  sorting,  input/output,  data  enhancement, 
velocity  analysis,  residual  statistics,  and  plotting,  and  advanced 
packages  for  migration,  velocity  analysis,  wavelet  processing, 
interval  velocity  estimation,  and  signal  enhancement. 

Twenty-six  DISCO  systems  were  installed  during  fiscal  1983.  As 
of  December  31,  1983,  a total  of  1 15  systems  have  been  manu- 
factured; 38  are  installed  in  Digicon  data  centers,  and  77  have 
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been  purchased  by  oil  companies,  geophysical  contractors,  or 
educational  institutions. 

. Price  of  the  DISCO  turnkey  system  averages  $850,000  to 

$900,000. 

. DISCO  software  is  available  separately  and  is  priced  at 

$240,000.  Software-only  sales  did  not  contribute  significantly  to 
fiscal  1983  revenue. 

In  October  1983  Digicon  and  Sperry  Corporation  introduced  DISCO 
1 100,  a jointly  developed  seismic  processing  turnkey  system  based  on 
the  Sperry  I 100  Series  computer. 

. Seismic  processing  functions  retain  critical  parameters  (includ- 
ing depth-point  geometry,  velocity,  statics,  elevation  tape 
numbers,  and  processing  history)  for  every  seismic  line  pro- 
cessed. 

. Output  can  be  generated  on  a plotter,  magnetic  tape,  or 

graphics  display  terminal. 

. Availability  from  Digicon  is  scheduled  for  June  1984.  An  entry- 
level  DISCO  I 100  system,  consisting  of  a Sperry  1100/70,  a 
floating-point  system  array  processor,  and  a plotter/controller, 
is  priced  at  $1,090,000.  Larger  configurations,  extending  up  to 
the  Sperry  I 100/90,  will  also  become  available. 

Digicon  is  currently  developing  versions  of  its  DISCO  software  for  IBM 
and  ELXSI  computers. 

In  1982  Digicon  introduced  DISCOVERY an  exploration  mapping 
and  interpretation  turnkey  system  based  on  the  DEC  VAX  computer. 

. Features  include  an  information  data  base,  cartographic 
lease/survey  mapping,  well  spotting,  seismic  base  mapping, 
section  digitizing,  base  mapping  with  horizon  times,  gridding  and 
contouring,  contouring  with  faults,  well  log  processing,  and  a 
graphics  data  base. 

. The  system  was  installed  at  three  client  locations  during  fiscal 
1983.  Digicon  projects  at  least  nine  additional  installations 
during  fiscal  1984. 

. DISCOVERY  ranges  in  price  from  $250,000  to  $1  million, 
depending  on  the  system  configuration. 

The  Secure  Satellite  Transfer  System  (SSTS)  is  an  Intel  8086-based 
turnkey  system  that  transmits  data  via  satellite,  linking  ships,  offshore 
facilities,  and  other  remote  locations  with  land-based  processing 
' centers. 
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. SSTS  was  first  available  In  early  1982.  To  date,  seven  systems 
have  been  installed. 

. SSTS  ranges  in  price  from  $300,000  to  $400,000,  depending  on 
the  system  configuration. 

• Approximately  9%  of  fiscal  1983  computer  services  revenue  was  derived  from 
the  sale  of  proprietary  seismic  data.  Digicon  conducts  marine  and  land  specu- 
lative surveys  at  its  own  expense  in  order  to  use  otherwise-idle  seismic  crews 
and  collect  data  for  which  the  company  believes  there  would  be  a viable 
market. 

INDUSTRY  MARKETS 

• The  majority  of  Digicon's  fiscal  1983  computer  services  revenue  was  derived 
from  oil  and  gas  companies  and  geophysical  contractors.  A small  percentage 
of  revenue  was  from  clients  in  the  education  sector.  During  fiscal  1983 
Atlantic  Richfield  Company  and  Amoco  Production  Company  accounted  for 
13%  and  10%,  respectively,  of  total  revenue. 

GEOGRAPHIC  MARKETS 

• Digicon's  fiscal  1983  revenue  was  derived  approximately  as  follows; 


U.S. 

69% 

Europe,  Africa,  Middle  East 

24 

Far  East 

_7 

100% 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Digicon  operates  20  processing  centers  as  follows: 

Ten  centers  are  under  facilities  management  contracts  to  major  oil  and 
gas  companies  operated  in  the  following  locations; 

. Houston. 

. Anchorage. 

. Lafayette  (LA). 

. Doncaster,  U.K. 

. Croyden,  U.K. 

. Brunei. 

. Assen,  Holland  (2). 

. Dhahran,  Saudi  Arabia. 

. Bangkok,  Thailand. 
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Other  Digicon  centers  that  process  data  for  a variety  of  clients 
include: 

. Houston. 

. Denver. 

. Oklahoma  City. 

. Jackson  (MS). 

. New  Orleans. 

. Calgary,  Alberta. 

. London. 

. Singapore. 

. Brisbane,  Australia. 

. Caracas,  Venezuela. 

• The  following  equipment  is  installed  at  the  various  data  centers: 

38  DEC  VAX- 1 1 /780s. 

3 DEC  VAX- 1 I /750s. 

1 IBM  4341. 

1 1 Texas  Instruments  980-Bs. 

2 Xerox  SIGMA  8s. 

3 Xerox  SIGMA  7s. 
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COMPANY  HIGHLIGHT 


DIGICOM,  INC. 

3701  Kirby  Drive 
Houston,  TX  77098 
(713) 526-5611 


Edward  R.  Prince,  Jr.,  President 
Public  Corporation,  AMEX 
Total  Employees:  2,417 
Total  Revenue,  Fiscal  Year  End 
7/31/82:  $163,126,000 
Computer  Services  Revenue: 
$74,600,000* 


THE  COMPANY 

• Digicon,  Inc.  was  incorporated  in  Delaware  in  1969  as  the  successor  to  Digital 
Consultants,  Inc.,  a Texas  corporation  formed  in  1965.  Digicon  primarily 
supplies  geophysical  services  and  equipment  to  the  oil  and  gas  industry. 
Computer  services  provided  include  processing,  software  products,  and  turn- 
key systems. 

• Fiscal  1982  revenue  reached  $163.1  million,  a 51%  increase  over  1981  revenue 
of  $108  million.  Net  income  rose  75%  from  $6  million  in  fiscal  1981  to  $10.4 
million  in  1982.  A five-year  financial  summary  follows: 


DIGICON 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 
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• Revenue  and  earnings  growth  during  the  past  two  fiscal  years  is  attributed  to 
the  following: 

Significant  increases  in  the  level  of  exploration,  production,  and  devel- 
opment expenditures  by  the  petroleum  industry. 

Higher  pricing  due  in  part  to  the  introduction  of  technological  Innova- 
tions. 

The  acquisition  in  fiscal  1981  of  Bluewater  Maintenance,  Inc.,  which 
also  serves  the  petroleum  production  and  development  market. 

• Digicon  acquired  Bluewater  Maintenance,  Inc.  (BMI),  a packager  of  com- 
pressors and  other  oilfield  production  equipment  for  approximately  $4.5 
million  in  cash  and  notes  in  February  1981. 

Operating  results  for  BMI  are  included  in  the  financial  statements  from 
the  date  of  acquisition. 

BMI  had  revenue  of  $15.4  million  In  calendar  1980. 

• In  July  1981  the  company  disposed  of  Romeo  Laboratories,  Inc.,  a subsidiary 
formed  in  1976  to  produce  and  market  kits  for  testing  iron  deficiency 
anemia.  Revenue  for  this  division  was  about  $1  million  in  fiscal  1981. 

• Research  and  development  costs  were  $4.9  million  (3%  of  revenue)  in  fiscal 
1982  as  compared  to  $4.1  million  (4%  of  revenue)  in  fiscal  1981. 

• During  fiscal  1982  Digicon's  largest  customer  was  the  Atlantic  Richfield 
Company,  which  accounted  for  17%  of  revenue. 

• Revenue  for  the  three  months  ending  October  31,  1982  was  $37.6  million, 
down  slightly  from  $37.9  million  for  the  same  period  in  1981.  Net  income  was 
$1.5  million,  down  29%  from  $2.1  million  in  1981. 

First  quarter  results  were  adversely  affected  by  the  weakened  demand 
for  petroleum  services  and  products,  which  created  pricing  pressures. 

Domestic  geophysical  land  crew  and  compressor  packaging  operations 
suffered  the  largest  declines,  but  margins  In  most  other  activities  were 
down  from  the  preceding  quarter  ending  July  31,  1982. 

• Digicon  classifies  Its  business  into  four  segments: 

Geophysical  services  performs  marine  and  land  seismic  surveys  and 
related  data  processing  and  provides  software  and  turnkey  systems  for 
geophysical  data  processing.  The  majority  of  Digicon's  computer 
services  revenue  is  derived  from  this  segment. 
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Compressor  packaging  involves  the  design,  engineering,  and  fabrication 
of  compression,  process,  generation,  and  other  oilfield  production 
equipment. 

Tug/supply  services  involves  the  ownership  and  operation  of  ocean- 
going tug/supply  ships  which  primarily  service  offshore  drilling  opera- 
tions. 

Manufacturing  operations  include  the  manufacture  and  sale  of  com- 
puter-based medical  systems,  computer  peripherals,  and  marine  geo- 
physical cables. 

A five-year  breakdown  of  Digicon's  revenue  by  business  segment  follows: 

DIGICOM 

FIVE-YEAR  SUMMARY  OF  REVENUE 
BY  BUSINESS  SEGMENT 
($  thousands) 


^_FISCAL  YEAR 
ITEM  

7/82 

7/81 

7/80 

7/79 

7/78 

Geophysical  services 

$ 133,192 

$85,412 

$45,563 

$ 32,855 

$23,552 

. Percent  increase 

from  previous  year 

56% 

87% 

39% 

39% 

19% 

Compressor  packaging 

$ 17,537 

$ 12,667 

_ 

. Percent  increase 

from  previous  year 

38% 

- 

- 

- 

- 

Tug/supply  services 

$ 5,039 

$ 3,468 

$ 3,558 

$ 3,641 

$ 4,110 

. Percent  increase 

(decrease)  from 

previous  year 

45% 

(3%) 

(2%) 

(11%) 

39% 

Manufacturing 

$ 7,358 

$ 6,436 

$ 4,560 

$ 2,232 

$ 1,395 

. Percent  increase 

from  previous  year 

14% 

41% 

104% 

60% 

51% 

• Digicon's  five  divisions  provide  the  following  products  and  services: 


Marine  Operations:  marine  seismic  data  collection. 

Land  Operations:  land  seismic  data  collection. 

Data  Processing  Operations:  seismic  data  processing. 
Computer  Systems:  geophysical  turnkey  systems  and  software. 
Cable  X:  geophysical  cable  and  firing  line  connectors. 
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• Digicon  subsidiaries  include: 

Bluewater  Maintenance,  Inc.  provides  packaged  compression  and 
process  equipment. 

Digicon  Marine  Inc.  performs  tug/supply  operations.  Digicon  also  has 
50%  interest  in  Ocean  Marine  Services,  Inc.  (OMS)  which  manages 
tug/supply  ships. 

Information  Products  Systems  manufactures  computer  peripherals. 
Digiconics,  Inc.  markets  medical  analysis  systems. 

• As  of  July  31,  1982  Digicon  employed  2,417  persons,  segmented  as  follows: 


Data  processing  operations 
(includes  marketing,  customer 


support,  and  computer  operations) 

921 

Research  and  development 

65 

Data  acquisition 

493 

Compressor  operations 

206 

Tug/supply  operations 

121 

Scientific,  manufacturing,  and 

distribution 

148 

Executive,  general,  and 

administrative 

463 

2,417 

• Digicon's  primary  competitors  include  Geophysical  Services,  Inc.,  Western 
Geophysical,  Geosource,  Inc.,  Seiscom  Delta,  and  Seismograph  Service  Cor- 
poration. 

KEY  PRODUCTS  AND  SERVICES 

• INPUT  estimates  that  $74.6  million  (46%)  of  Digicon's  fiscal  1982  revenue  was 
derived  from  computer  services,  a 46%  increase  over  an  estimated  $51  million 


in  fiscal  1981.  An  estimate  of  computer  services 
fiscal  1982  follows: 

Percent  of 
Revenue 

revenue  by  activity  for 

Revenue 
($  millions) 

Seismic  data  processing 
Turnkey  systems 

56% 

$ 42.0 

(geophysical  and  medical) 

36 

26.6 

Proprietary  data  sales 

7 

5.0 

Software  products 

_L 

1.0 

Total 

100% 

$ 74.6 
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• Fifty-six  percent  of  Digicon's  fiscal  1982  computer  services  revenue  was 
derived  from  seismic  data  processing.  Of  this,  76%  was  batch  processing  and 
24%  was  facilities  management  processing. 

Digicon  processes  seismic  data  collected  by  its  land  and  marine  crews, 
other  contractors,  and  oil  company  clients. 

. Field  data  is  processed  to  produce  a cross-section  of  the  earth's 
subsurface  using  software  designed  by  Digicon. 

. Most  centers  also  process  older  seismic  data  using  new  tech- 
niques designed  to  enhance  data  quality. 

In  1982  Digicon  operated  19  geophysical  processing  centers,  including 
eight  which  were  under  facilities  management  contracts  to  major  oil 
and  gas  companies.  These  contracts  contributed  approximately  $10 
million  in  revenue. 

• Thirty-six  percent  of  Digicon's  computer  services  revenue,  or  $26.6  million, 
was  derived  from  the  sale  of  geophysical  turnkey  systems,  a 106%  increase 
over  1981  revenue  of  $12.9  million. 

In  1980  Digicon  began  marketing  DISCO,  a turnkey  system  based  on  the 
DEC  VAX- 1 1/780  computer. 

. Ninety-two  DISCO  systems  have  been  manufactured  to  date. 
About  29  of  them  are  installed  in  Digicon  data  centers.  The 
remaining  63  have  been  purchased  by  oil  companies,  geophysical 
contractors,  and  educational  Institutions. 

. Price  of  the  DISCO  turnkey  system  averages  $850,000. 

. In  1982  Digicon  began  marketing  DISCOVERY,  an  exploration 
mapping  and  interpretation  software  tool  designed  to  run  In 
conjunction  with  DISCO. 

In  late  1982  Digicon  introduced  the  Secure  Satellite  Transfer  System 
(SSTS),  a DEC  VAX- 1 l/750-based  turnkey  system  that  transmits  data 
via  satellite,  linking  ships,  offshore  facilities,  and  other  remote  loca- 
tions with  land-based  processing  centers.  SSTS  transmits  at  high 
speeds  of  over  a million  bits  per  second.  System  availability  is  sched- 
uled for  early  1983. 

• Approximately  7%  of  computer  services  revenue  was  derived  from  the  sale  of 
proprietary  seismic  data.  Digicon  conducts  marine  and  land  speculative 
surveys  at  its  own  expense  in  order  to  use  otherwise  idle  seismic  crews  and  to 
collect  data  for  which  the  company  believes  there  would  be  a viable  market. 

• Approximately  1%  of  Digicon's  1982  computer  services  revenue  was  derived 
from  the  sale  of  its  proprietary  seismic  processing  software. 
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SPRINT  runs  on  Texas  Instruments  980-B  minicomputers  and  is  priced 
at  less  than  $50,000. 

DISCO  runs  on  DEC  VAX  minicomputers  and  is  priced  at  $240,000,  with 
discounts  for  multiple  system  purchases. 

INDUSTRY  MARKETS 

• The  majority  of  Digicon's  fiscal  1982  computer  services  revenue  was  derived 
from  oil  and  gas  companies  and  geophysical  contractors.  A small  percentage 
of  revenue  was  from  clients  in  the  education  sector. 


GEOGRAPHIC  MARKETS 

• Approximately  69%  of  Digicon's  total  fiscal  1982  revenue  was  derived  from 
the  U.S.  and  31%  from  foreign  operations  and  export  sales  to  Europe,  Africa, 
and  the  Middle  and  Far  East. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Dig  icon  operates  19  processing  centers. 

Eight  centers  are  under  facilities  management  contracts  to  major  oil 
and  gas  companies  operated  in  the  following  locations; 

. Anchorage. 

. Lafayette,  Louisiana. 

. Doncaster,  U.K. 

. Brunei. 

. Djakarta,  Indonesia. 

. Stavanger,  Norway. 

. Assen,  Holland. 

. Dhahran,  Saudi  Arabia. 

Other  Digicon  centers  which  process  data  for  a variety  of  clients 
include; 

. Houston  (2). 

. Denver. 

. Oklahoma  City. 

. Jackson,  Mississippi. 

. New  Orleans. 

. Calgary,  Alberta. 

. London. 

. Singapore. 

. Brisbane,  Australia. 

. Caracas,  Venezuela. 
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The  following  equipment  is  installed  at  the  various  data  centers: 

29  DEC  VAX- 1 1 /780s. 

I Texas  Instruments  980-B. 

5 Xerox  SIGMA  8s. 
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COMPANY  HIGHLIGHT 


DIGICOM,  INC. 

370 1 Kirby  Drive 
Houston,  TX  77098 
(713)  526-561  I 


Edward  R.  Prince,  Jr.,  President 
Public  Corporation,  AMEX 
Total  Employees:  900 
Total  Revenues,  Fiscal  Year  End 


7/31/79:  $38,728,000 


Computer  Service  Revenues: 
$32,346,000* 


THE  COMPANY 


Digicon,  Inc.  was  incorporated  in  Delaware  in  1969  as  the  successor  to  Digital 
Consultants,  Inc.,  a Texas  Corporation  formed  in  1965.  Digicon  is  primarily  in 
the  business  of  supplying  geophysical  services. 

Total  fiscal  1979  revenues  were  $38,728,000,  which  was  a 33%  increase  over 
1978  revenues  of  $29,057,000.  Net  income  for  the  same  period  increased  71% 
from  $267,000  to  $457,000.  1980  revenues  are  expected  to  reach  $47  million. 
A five-year  financial  chart  follows: 


*INPUT  estimate 
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DIGICON 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  THOUSAND,  EXCEPT  PER  SHARE  DATA) 
(FYE  7/31) 


— ^__^CAL  YEAR 

ITEM 

1979 

1978 

1977 

1976 

1975 

Revenues 
. Percent  increase 
(decrease)  from 
previous  year 

$38,728 

33% 

$29,057 

23% 

$23,646 

(10%) 

$26,244 

1% 

$26,097 

30% 

Income  (loss)  before 
taxes  and 

extraordinary  item 
. Percent  increase 
(decrease)  from 
previous  year 

$ 908 

(1%) 

$ 921 

288% 

$ (490) 

(10%) 

$ (446) 

( 1 1 2%) 

$ 3,747 
56% 

Net  income 
. Percent  increase 
(decrease)  from 
previous  year 

$ 457 

71% 

$ 267 

324% 

$ (119) 

(168%) 

$ 175 

(93%) 

$ 2,425 
6% 

Earnings  (losses)  per 
share 

. Percent  increase 
(decrease)  from 
previous  year 

$ .22 
69% 

$ .13 

317% 

$ (.06) 
(167%) 

$ .09 

(92%) 

$ 1 .20 
6% 

• Digicon  management  attributes  the  growth  in  its  revenues  to  increases  from 
seismic  data  gathering,  processing,  and  interpretation,  as  well  as  from  the  sale 
of  products  in  the  medical  field.  Revenues  from  the  sale  of  proprietary 
seismic  data  and  ship  operations  have  been  declining. 

The  seismic  service  revenue  increase  is  attributable  both  to  an  im- 
proved demand  for  geophysical  services  worldwide  and  to  the  expansion 
of  Digicon's  capacities  in  both  the  data  processing  and  data  acquisition 
fields. 

The  decline  in  proprietary  data  sales  is  explained  by  the  fact  that  the 
data  covers  areas  offshore  the  U.S.  where  lease  sales  have  yet  to  occur. 

Digicon  management  attributes  the  decline  in  its  ship  operations 
segment  to  an  excess  capacity  in  the  U.S.  tug/supply  market,  which  has 
had  the  effect  of  holding  prices  below  levels  of  previous  years. 
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• In  March  1979,  Digicon  acquired  the  outstanding  common  stock  of  Information 
Products  Systems,  Inc.  (IPS). 

Formed  in  1974,  IPS  is  a Houston-based  manufacturer  of  computer 
peripherals  and  interface  devices. 

IPS  reported  total  I 979  revenues  of  approximately  $600,000  to  $700,000; 
$200,000  of  which  was  contributed  to  Digicon  after  its  acquisition  of 
IPS. 

• Digicon  management  claims  that  most  major  and  nationalized  oil  and  gas 
companies  worldwide  have  been  its  clients  within  the  past  three  years.  Oil  and 
gas  companies  may  contract  for  services  individually,  or  may  form  groups 
which  act  as  individual  clients. 

Group  contracts  have  been  declining  as  a percent  of  business  over  the 
past  five  years  from  51%  of  1975  revenues  to  4%  of  1979  revenues. 

Forty-six  percent  of  Digicon's  1979  revenues  were  derived  from  three 
clients: 

. Atlantic  Richfield  Company,  19%. 

. Exxon  Company  U.S. A.,  14%. 

. Petroleo  Mexicanos  (Pemex),  13%. 

• Digicon's  primary  competitors  include  Geophysical  Services,  Inc.;  Western 
Geophysical;  Geosource,  Inc.;  Seiscom  Delta;  and  Seismograph  Service  Corp. 

• There  are  900  employees  at  Digicon,  divided  as  follows: 


Data  processing  operations  511 

(includes  marketing,  customer 
support,  and  computer  operations) 

Data  acquisition  162 

Research  and  development  20 

Tug  supply  operations  58 

Executive,  general,  and  administrative  149 


TOTAL 


900 
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KEY  PRODUCTS  AND  SERVICES 


INPUT  estimates  that  Digicom's  1979  total  revenues  were  divided  as  follows: 


TYPE  OF  BUSINESS 

PERCENT 

$ AMOUNT 
($000's) 

Seismic  data  gathering,  processing, 
and  interpretation 

72% 

$27,950 

Turnkey  systems 

9 

3,400 

Software  products 

1 

500 

Sale  of  seismic  data 

1 

496 

Ship  operations 

10 

3,641 

Manufacturing  operations 

7 

2,741 

100% 

$38,728 

A five-year  breakdown  of  Digicom's  revenues  by  business  segment  follows: 
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DIGICON 

FIVE-YEAR  SUMMARY  OF  REVENUES 
BY  BUSINESS  SEGMENT 
($  THOUSAND,  FYE  7/31) 


YEAR 

ITEM  ^ 

1979 

1978 

1977 

1976 

1975 

Seismic  data  gathering, 
processing,  and 
interpretation 

$31,850 

$21,776 

$17,993 

$22,937 

$24,404 

. Percent  increase 
(decrease)  from 
previous  year 

46% 

21% 

(22%) 

(6%) 

35% 

Sales  of  proprietary 
seismic  data 

$ 496 

$ 1,190 

$ 1,267 

$ 2,147 

$ 1,167 

. Percent  increase 
(decrease)  from 
previous  year 

(58%) 

(6%) 

(41%) 

84% 

(21%) 

Ship  operations 

. Percent  increase 
(decrease)  from 
previous  year 

$ 3,641 
(11%) 

$ 4,1 10 
39% 

$ 2,948 
337% 

$ 675 

Other 

$ 2,741 

$ 1,981 

$ 1,438 

$ 485 

$ 526 

. Percent  increase 
(decrease)  from 
previous  year 

38% 

38% 

196% 

(8%) 

( 18%) 

• Digicon  collects  geophysical  data  by  means  of  marine  and  land  survey  crews. 
Data  collection,  primarily  marine,  accounted  for  almost  60%  of  Digicon's  $10 
million  increase  in  total  1979  revenues. 

In  1979  there  were  three  operating  marine  data  collection  crews 
offshore  the  continental  U.S.,  Alaska,  Mexico,  and  the  People's  Repub- 
lic of  China. 

In  May  I960,  Digicon  began  operating  its  own  seismic  vessel.  The 
Explorer,  under  contract  to  ARCO.  The  Explorer  is  equipped  with  the 
Digicon-developed  digital  seismic  streamer.  Management  claims  the 
digital  cable  will  be  able  to  collect  up  to  240  channels  of  data, 
compared  to  the  current  96-channel  industry  standard. 
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. Marine  collection  operations  account  for  $5.3  million  of  the  total 
$5.9  million  increase  in  data  collection  activities. 

In  FY  1979,  Digicon  operated  three  land  data  collection  crews  and  five 
■ supporting  shothole  drilling  crews  in  the  continental  U.S.  The  land 
operations  were  unprofitable  in  1979.  (There  are  currently  no  plans  to 
field  foreign  land  data  collection  crews.) 

. Land  data  collection  revenues  improved  $600,000  in  1979. 

• Largely  in  connection  with  Digicon's  marine  data  collection,  and  representing 
approximately  one  percent  of  total  revenues,  is  the  sale  of  proprietary  seismic 
data.  Before  1979,  Digicon  conducted  marine  and  land  speculative  surveys  at 
its  own  expense  and  risk  in  order  to  use  productively  otherwise  idle  seismic 
crews  and  to  collect  data  for  which  the  company  felt  there  would  be  a viable 
market. 

The  market  for  such  data  has  not  proved  as  lucrative  as  management 
had  anticipated.  Digicon  management  explains  that  the  market  has 
been  stunted  due  to  changing  federal  policies  relating  to  the  sale  of 
rights  and  permissability  of  drilling  offshore  the  continental  U.S.  and 
Alaska. 

• Digicon  processes  seismic  data  recorded  by  its  own  land  and  marine  crews, 
data  which  has  been  collected  by  other  contractors,  or  by  oil  company  clients 
themselves.  The  computer  centers  also  process  older  seismic  data  using  new 
techniques  to  enhance  the  signal  quality  of  the  data. 

Digicon's  large-scale  computer  centers  are  located  in  Houston,  Singa- 
pore, and  London. 

In  addition,  there  are  seven  minicomputer-equipped  centers  currently 
operating  in  Jackson,  Mississippi;  Oklahoma  City,  Oklahoma;  Houston, 
Texas;  Doncaster,  England;  Brunei  and  Lagos,  Nigeria;  and  on  board 
Digicon's  Explorer.  An  additional  center  is  scheduled  to  begin  opera- 
tions in  late  May  1980,  in  Denver. 

. Five  of  these  centers  use  TIMAP  computers  manufactured  by 
Texas  Instruments,  Inc.  and  SPRINT  software  developed  by 
Digicon.  The  center  in  Denver  uses  a DEC  VAX  Model  I 1/780 
computer,  as  will  the  Doncaster  center  in  July,  1980.  (Digicon 
intends  to  convert  several  of  the  TIMAP  centers  to  the  VAX 
system.) 

. The  minicomputers  may  be  operated  on  a custom  basis  for  the 
exclusive  use  of  a client  (such  as  those  on  board  the  Explorer,  in 
Houston,  Doncaster,  Brunei,  and  Lagos),  or  may  be  operated  for 
the  company's  own  account  (Jackson,  Miss.,  and  the  center  in 
Oklahoma  City). 
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. A primary  goal  of  the  minicomputer  centers  is  to  reduce  the 
turnaround  time  for  the  customer  so  that  the  customer  can 
determine  whether  data  collection  methods  in  the  field  have 
achieved  the  desired  results. 

• Ten  percent  of  Digicon's  1979  revenues  were  derived  from  the  sale  or 
operation  of  turnkey  systems  for  seismic  data  processing. 

In  1976,  Digicon  began  marketing  a minicomputer  system  based  on  the 
Texas  Instrument  TIMAP  Model  980-B. 

. The  system  uses  Digicon's  proprietary  SPRINT  software  and  sells 
for  between  $50,000  and  $200,000,  without  hardware.  Hardware 
runs  about  $250,000. 

. There  are  currently  15  installations  of  the  system.  Examples  of 
clients  include  Shell  Oil  Co.,  National  Coal  Board  of  the  United 
Kingdom,  Royal  Dutch  Shell,  and  Tenneco  Oil  Co. 

In  I960,  Digicon  began  marketing  a more  powerful  turnkey  system 
based  on  the  DEC  VAX  Model  I 1/780  computer  and  using  Digicon's 
DISCO  software. 

. In  addition  to  three  systems  currently  used  in-house,  there  are 
two  other  installed  systems  and  five  systems  on  order  to  be 
delivered  before  August  1980. 

. The  VAX  computers  will  ultimately  replace  Xerox  Sigma  series 
previously  installed  in  Digicon's  computer  centers.  The  DEC 
machine  was  chosen  because  of  its  multiprogramming,  inter- 
active capabilities  and  because  of  its  powerful  operating  system. 

. The  newly  introduced  VAX  turnkey  system  sells  for  between 
$400,000  and  $ I million  including  hardware. 

• Approximately  one  percent  of  Digicon's  revenues  stem  from  the  sale  of  its 
proprietary  software  for  seismic  processing  applications,  SPRINT  and  DISCO. 

SPRINT  runs  on  Texas  Instruments'  TIMAP  minicomputers  and  the  basic 
package  costs  $50,000.  There  are  30  installations. 

With  three  installations,  the  basic  DISCO  package  costs  $120,000  and 
will  run  on  the  DEC  VAX  family  of  computers. 

• Tug/supply  ship  operations,  which  contributed  10%  of  total  revenues,  consist 
of  servicing  drilling  rigs  operating  offshore  the  continental  U.S.,  Canada,  and 
Alaska. 
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Digicon  derives  approximately  seven  percent  of  revenues  both  from  the  sale  of 
products  in  the  medical  field,  and  from  the  manufacturing  of  peripheral 
products. 

Romeo  Laboratories,  Inc.,  formed  in  1976  as  a Digicon  subsidiary, 
makes  and  sells  kits  for  testing  iron-deficiency  anemia. 

Digisonics,  Inc.,  an  86%  owned  subsidiary,  was  incorporated  in  1974.  In 
1976,  Digisonics  began  marketing  a minicomputer-based  medical  anal- 
ysis system  used  in  echocardiology. 

. Called  Echo-Comp,  the  system  provides  automatic  calculations 
of  measurements  previously  made  manually. 

Digicon's  newest  subsidiary.  Information  Products  Systems,  Inc.  (IPS), 
was  acquired  in  March  1979. 

. Formed  in  1974,  IPS  manufactures  computer  peripherals  and 
interface  devices  and  is  developing  tape  subsystems  for  scien- 
tific and  engineering  applications. 


INDUSTRY  MARKETS  Almost  all  (93%)  of  Digicon's  FY  1979  revenues  were 
derived  from  the  oil  and  gas  industry.  The  remaining  seven  percent  stemmed  from 
Digicon's  subsidiary  companies  which  primarily  sell  products  to  the  medical  industry. 


GEOGRAPHIC  MARKETS 

• Seventy-seven  percent  of  Digicon's  1979  business  was  derived  from  U.S. 
operations  and  23%  from  international  contracts. 

Twelve  percent  of  Digicon's  international  business  stemmed  from  the 
Far  East  and  I 1%  from  Europe. 

Approximately  55%  of  Digicon's  marine  seismic  surveys  were  conducted 
in  foreign  waters. 


COMPUTER  HARDWARE  AND  SOFTWARE 

• Digicon  operates  three  major  processing  centers  (Houston,  Singapore,  and 
London)  and  seven  minicomputer  centers  (Jackson  (MS),  Houston,  Oklahoma 
City,  Doncaster,  Brunei,  Lagos,  and  on  board  the  Explorer)  using  the  following 
equipment: 

3 Digital  Equipment  VAX  I I /780s. 

6 Xerox  Data  Systems  9300s. 
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4 Xerox  Data  Systems  925s. 

4 Xerox  Data  Systems  Sigma  7s. 

5 Xerox  Data  Systems  Sigma  8s. 

7 Texas  Instruments  980  B TIMAPs. 
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COMPANY  PROFILE 


DIGINETICS,  INC.  Bob  Kletzli,  Manager 

Courtyard  I Subsidiary  of  Bohannan-Huston,  Inc. 

7500  Jefferson  Street,  N.E.  Total  Employees:  25  (5/89) 

Albuquerque,  NM  87109  Total  Revenue,  Fiscal  Year  End 

(505)823-1234  12/31/88:  $2,000,000* 


* INPUT  estimate 

The  Company 

DIGINETICS  was  founded  in  1981  to  provide  computer-aided 
design  software  for  mapping  and  civil  engineering  applications.  Its 
product  development  and  testing  are  directed  by  the  parent 
company,  Bohannon-Huston. 

INPUT  estimates  DIGINETICS'  1988  revenue  was  approximately 
$2  million.  All  of  the  company's  revenue  is  derived  from 
noncaptive  sources. 

As  of  May  1989,  the  company  had  25  employees,  segmented  as 
follows: 

Sales  1 

Research  and  development/ 
programming  22 

General  and  administrative  2 

25 

DIGINETICS'  major  competitors  are  McDonnell  Douglas 
Information  Systems  Company,  Intergraph,  and  VL  Systems. 

Key  Products  and 
Services 

Approximately  80%  of  DIGINETICS  revenue  is  derived  from 
application  software  products.  The  remaining  20%  comes  from 
sales  of  hardware  that  is  sold  in  conjunction  with  software. 

DIGINETICS'  primary  product  is  DIGIMAJ*,  a graphics/mapping 
system.  All  of  the  company's  other  products  are  various 
configurations  and  versions  of  DIGIMAP,  and  are  available  as 
software  products  or  bundled  with  hardware. 

• DIGIMAdP  runs  on  the  entire  DEC  VAX  series  of  computers. 

• The  full  DIGIMAP  system  consists  of  a DEC  VAX,  Tektronix 
workstations,  CalComp  plotters,  and  the  DIGIMAP  software, 
including  a number  of  civil  engineering  and  contour-mapping 
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workstations,  CalComp  plotters,  and  the  DIGIMAP  software, 
including  a number  of  civil  engineering  and  contour-mapping 
options. 

• Software  prices  range  from  $8,750  to  $35,000. 

• The  basic  DIGIMAP  system  includes  the  following  subsystems; 

- DIGIMAP  DBMS  is  the  data  base  management  system  at 
the  core  of  the  package. 

- DEPICT  automatically  converts  input  data  from  device 
coordinates  to  the  "real  world"  coordinates  used  in  the  data 
base.  It  also  performs  grouping  and  layering  of  mapping 
data. 

- AUTOMEP  (Automatic  Map  Enhancement  Program)  is  a 
tool  for  preliminary  editing  of  graphical  data  immediately 
following  digitization.  AUTOMEP  includes  automatic 
editing  of  user-selected  types  of  information  to  user-specified 
tolerances. 

- PADED  (Pad  Editor)  is  DIGIMAP's  interactive  graphics 
editor.  It  accommodates  all  conventional  editing  functions 
such  as  moving,  copying,  rotating,  mirroring,  and  rubber- 
banding of  graphical  units.  PADED  includes  tools  for 
creating  standard  keystroke  macros  and  graphically  defined 
macros. 

- PLOFGEN  (Plot  File  Generator)  is  a tool  for  customizing 
the  final  product  produced  from  a graphics  file.  It  produces 
shading  effects  and  selectively  clips  linework  that  interferes 
with  annotation  and/or  symbols.  The  program  also  formats 
and  automatically  adds  title  stocks. 

- PLTDRV  (Plotter  Driver)  allows  printing  of  hard  copies  of 
data.  Users  can  selectively  plot  any  combination  of  desired 
information  from  a file.  PLTDRV  also  allows  for  options 
such  as  colors  and  pen  types  to  be  used  in  plotting,  as  well  as 
mirroring  and  rotating  of  plots. 

• Several  software  options  are  available  for  enhancing  the 
capabilities  of  DIGIMAP  for  general  use,  civil  engineering,  and 
contour-mapping  applications. 

- The  company  offers  a special  DIGIMAP  DBMS  interface 
that  allows  interactive  modification  of  the  data  base. 
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Industry  Markets 


Geographic 

Markets 


Computer 

Hardware 


- RCOGO  is  a coordinate  geometry  program  that  is  also 
intended  for  civil  design,  including  subdivision  and  road 
design,  and  may  be  fully  integrated  with  other  DIGIMAP 
subsystems. 

- DTM  (Digital  Terrain  Mapping)  is  an  option  that 
automatically  generates  contour  plots  from  random,  sparse, 
or  irregular  data  sets. 

- DTP  (Digital  Terrain  Perspective)  creates  terrain 
perspectives  from  data  supplied  by  DTM.  It  allows 
computation  of  volumetries  between  terrain  models, 
generates  line-of-sight  profiles,  and  creates  slope  and 
visibility  maps. 

DIGINETICS  has  installed  DIGIMAP,  in  various  configurations, 
for  20  clients. 

DIGINETICS  is  an  OEM  for  DEC,  Tektronix,  and  CalComp 
hardware.  The  DIGIMAP  system  is  marketed  as  a software 
product  or  as  a turnkey  system  bundled  with  DEC  VAX 
computers.  The  company  also  markets  Tektronbe  graphics 
workstations  and  CalComp  plotters  for  use  with  its  mapping 
system. 


DIGINETICS  derives  its  revenue  from  government,  private  civil 
engineering  firms,  and  private  mapping  firms  as  follows: 


Government  (federal  and  state) 

50% 

Private  civil  engineering 

30% 

Private  mapping 

20% 

100% 

DIGINETICS'  clients  include  the  New  Mexico  State  Highway 
Patrol  Department,  the  Army  Corps  of  Engineers,  and  Hughes 
Aircraft. 


One  hundred  percent  of  DIGINETICS'  revenue  is  derived  from 
clients  located  within  the  continental  U.S.  The  company's 
headquarters,  and  only  office,  is  located  in  Albuquerque  (NM). 


DIGINETICS  has  the  following  computers  installed  at  its 
headquarters: 
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DIGINETICS  has  the  following  computers  installed  at  its 
headquarters: 

• 2 DEC  Micro  VAX  IIs 

• 1 DEC  Micro  VAX  3400 

• 1 DEC  VAX- 11/750 

• 1 DEC  VAX- 11/785 
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(505)  823-1234 


DIGINETICS,  INC. 

Courtyard  I 

7500  Jefferson  Street,  N.E. 
Albuquerque,  NM  87109 


Dana  Wood,  President 
Subsidiary  of  Bohannon  Huston,  Inc. 
Total  Employees:  25  (6/86) 

Total  Revenue,  Fiscal  Year  End 


12/31/85:  $2,000,000* 


THE  COMPANY 


DIGINETICS  was  founded  in  1984  to  provide  computer-aided  design  software 
for  mapping  and  civil  engineering  applications.  Its  product  development  and 
testing  are  directed  by  the  parent  company,  Bohannan-Huston,  Inc. 

INPUT  estimates  DIGINETlCS's  1985  revenue  was  approximately  $2  million. 

As  of  June  1986,  the  company  had  25  employees,  segmented  as  follows: 

Sales  I 

Research  and  development/ 
programming  22 

General  and  administrative  2 


• DIGINETlCS's  major  competitors  are  McDonnell  Douglas  Information  Systems, 
Intergraph,  and  Synercom  Technology. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  80%  of  DIGINETlCS's  1985  revenue  was  derived  from  applica- 
tion software  products.  The  remaining  20%  came  from  sales  of  hardware  that 
was  sold  in  conjunction  with  software. 

• DIGINETlCS's  primary  product  is  DIGIMAP,  a graphics/mapping  system.  All 
of  the  company's  other  products  are  various  configurations  and  versions  of 
DIGIMAP  and  are  available  as  software  products  or  bundled  with  hardware. 


DIGIMAP  runs  on  the  entire  DEC  VAX  series  from  the  MicroVAX  II 
through  the  VAX  8800. 

The  full  DIGIMAP  system  consists  of  a DEC  VAX,  Tektronix  work- 
stations, CalComp  plotters,  and  the  DIGIMAP  software  including  a 
number  of  civil  engineering  and  contour  mapping  options. 

Prices  range  from  $26,000  to  $90,000  for  software  alone  and  into  the 
millions  for  packages  including  hardware. 
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The  basic  DIGIMAP  system  incorporates  four  subsystems  as  follows: 

. DIGIMAP  DBMS  is  the  data  base  management  system  at  the 
core  of  the  package. 

. AUTODIG  (Automated  Digitization)  automatically  converts 
input  data  from  device  coordinates  to  the  "real  world"  coor- 
dinates used  in  the  data  base.  It  also  performs  grouping  and 
layering  of  mapping  data. 

. AUTOMEP  (Automatic  Map  Enhancement  Program)  is  a tool  for 
preliminary  editing  of  graphical  data  immediately  following 
digitization.  AUTOMEP  includes  automatic  editing  of  user 
selected  types  of  information  to  user  specified  tolerances. 

. PADED  (Pad  Editor)  is  DIGIMAP's  interactive  graphics  editor. 
It  accommodates  all  conventional  editing  functions  such  as 
moving,  copying,  rotating,  mirroring,  and  rubber-banding  of 
graphical  units.  PADED  includes  tools  for  creating  standard 
keystroke  macros  and  graphically  defined  macros  (patterns  that 
execute  commands  when  stroked  on  the  tablet). 

DIGINETICS  also  offers  two  special  plotting  programs  for  use  with 

DIGIMAP. 

. PLOFGEN  (Plot  File  Generator)  is  a tool  for  customizing  the 
final  product  produced  from  a graphics  file.  It  produces  shading 
effects  and  selectively  clips  linework  that  interferes  with 
annotation  and/or  symbols.  The  program  also  formats  and 
automatically  adds  title  stocks. 

. PLTDRV  (Plotter  Driver)  allows  printing  of  hard  copies  of 
data.  Users  can  selectively  plot  any  combination  of  desired 
information  from  a file.  PLTDRV  also  allows  for  options  such  as 
colors  and  pen  types  to  be  used  in  plotting,  as  well  as  mirroring 
and  rotating  of  plots. 

Several  software  options  are  available  for  enhancing  the  capabilities  of 

DIGIMAP  for  general  use,  civil  engineering,  and  contour  mapping 

applications. 

. The  company  offers  a special  interface  for  the  DBMS  which 
allows  interactive  modification  of  the  data  base. 

. A civil  engineering  and  design  option  enhances  the  design 
functionality  of  PADED. 

. RCOGO  is  a coordinate  geometry  program  which  is  also 
intended  for  civil  design,  including  subdivision  and  road  design 
among  other  things  and  may  be  fully  integrated  with  other 
DIGIMAP  modules. 
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DTM  (Digital  Terrain  Mapping)  is  an  option  that  automatically 

generates  contour  plots  from  random,  sparse,  or  irregular  data 
sets. 


. DTP  (Digital  Terrain  Perspective)  creates  terrain  perspectives 
from  data  supplied  by  DTM.  It  allows  computation  of 
volumetries  between  terrain  models,  generates  line-of-sight 
profiles,  and  creates  slope  and  visibility  maps. 

• DIGINETICS  has  installed  DIGIMAP,  in  various  configurations,  for  13  clients. 
Ihree  of  these  installations  are  complete  turnkey  systems. 

• Tektronix,  and  CalComp  hardware.  The 
DIGIMAP  system  is  marketed  as  a software  product  or  as  a turnkey  system 
bundled  with  DEC  VAX  computers.  The  company  also  markets  Tektronix 
graphics  workstations  and  CalComp  plotters  for  use  with  its  mapping  system. 

• DIGINETICS  stresses  customization  and  enhancement  of  its  software  as  part 
of  the  overall  package  it  sells. 

INDUSTRY  MARKETS 

• DIGINETICS  derives  its  revenue  from  government,  private  civil  engineering 
firms,  and  private  mapping  firms  as  follows: 

Government  (federal  and  state)  50% 

Private  civil  engineering  30 

Private  mapping  20 

100% 

• DIGINETICS's  clients  include  the  New  Mexico  State  Highway  Patrol  Depart- 
ment, the  Army  Corps  of  Engineers,  and  Hughes  Aircraft. 

GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  DIGINETICS's  revenue  is  derived  from  clients  located 
within  the  continental  U.S.  The  company's  headquarters,  and  only  office,  is 
located  in  Albuquerque  (NM). 

COMPUTER  HARDWARE 

• DIGINETICS  has  the  following  computer  hardware  installed  at  its  head- 
quarters: 

I DEC  Micro  VAX  1 1 . 

I DEC  VAX- 1 1/750. 

I DEC  VAX- 1 1/785. 
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Digital  Equipment  Corp.  - 
Outsourcing  Services 


Contact  Name:  Nigel  Bufton 

E-mail:  Nigel.Brufton@digital.com 

40  Old  Bolton  Road 
Stow,  MA  01775 

Phone:  (978)  496  8774 

Fax:  (978)  496  8564 

Internet:  http:/Avww.digital.com/ 


The  following  profile  outlines  the  services  and 
support  offered  by  Digital  Equipment  Corp.  for 
Outsourcing  Services. 


General  Background  Information 

The  Digital  Equipment  Corporation  was  founded  in  1957.  It  now  operates  in  over  100  countries 
with  manufacturing  and  logistics  facilities  in  the  Americas,  Europe  and  Asia-Pacific  regions. 

Main  activities 

Digital  is  a world  leader  in  implementing  and  supporting  networked  business  solutions.  Their  core 
competencies  are  in  software,  systems,  networks  and  IT  service  including  systems  integration, 
maintenance  and  IT  outsourcing. 
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Exhibit  1 


Digital  Equipment  Corporations’  Revenues 


1996 

1997 

World-wide  revenues 
(Services) 

$6.2B 

$5.9B 

of  which  outsourcing  services 
revenues 

$630M 

$792M 

Source:  INPUT 


Exhibit  2 


Employee  numbers 


Total 

Outsourcing  Personnel 

World-Wide  (Services) 

23,000 

2200 

Source:  Digital 


Exhibit  3 


Number  of  Outsourcing  Contracts 


Total 

World-Wide 

500-600 

Source:  Digital 


Outsourcing  Services 


Digital  entered  the  outsourcing  market  in  1988.  Operations  Management  Services,  a business 
unit  within  the  Digital  Services  division,  aims  to  be  the  leading  operations  management  provider 
for  networked  IT  solutions  through  successful  business  relationships  which  focus  the  global 
capabilities  of  Digital  towards  meeting  the  strategic  needs  of  clients  from  the  desktop  to  the 
distributed  IT  infrastructure. 


Operations  Management  Services  maintains  both  strategic  alliances  and  technology  partnerships. 
Strategic  aUiances  with  organizations  which  include  Andersen  Consulting,  Ernst  & Young,  Price 
Waterhouse  and  British  Telecom,  enable  them  to  address  the  entire  service  lifecycle.  This  close 
partnership  between  the  teams  planning,  designing  and  implementing  the  client  solution  ensures 
a smooth  transition  into  the  ongoing  management  of  the  IT  infrastructure.  Digital  also  partners, 
for  the  delivery  of  new  services  as  evidenced  by  the  BT  Intranet  complete  offering  with  British 
Telecom.  Digital’s  technology  partnerships  include  Microsoft,  Oracle,  CA,  MCI,  and  delivery 
partnerships  with  Tally  Systems  and  Clarify  enable  them  to  continue  to  deliver  leading  edge 
solutions  to  clients  and  fulfil  one  of  their  greatest  needs:  the  need  to  keep  pace  with  technological 
change. 
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Service  Offerings 

Exhibit  4 


Digital’s  Outsourcing  Services  Competencies 


Service  Type 

Proportion  of  Business 
(%)  * 

Description  of  Service 

Infrastructure  Management 

-Mainframes  Datacentres 

-Stand  alone  Unix  and 
AS400  management 

Distributed  Systems 
Management 

54% 

Systems  and  Network 
operations  management  for 
mixed  environments 
including  UNIX,  NT  and 
OVMS 

WAN  Management 

Included  in  distributed 
systems  management  figure 

LAN/WAN  management 
provided  on-site  and 
remotely 

Applications  Management 
-Application  Maintenance 
-Application  and  system 
development 

12% 

Operations  management  of 
the  entire  infrastructure  for 
enterprise  resource  planning 
applications  such  as  SAP 
R/3,  Siebel,  Baan  and  Oracle 

Business  Function 
Outsourcing 

4% 

Software  Publishing 
Satellite  services  billing 

Desktop  Operations 
Management 

23% 

Lifecycle  services  covering 
the  desktop  including  asset 
management,  help  desk, 
product  procurement  and 
technology  refresh 

Internet  Operations 
Management 

7% 

Management  of  the  internet 
infrastructure  and  associated 
application  including  mail  and 
messaging 

Total 

100% 

Vertical  Market  Competencies 

Digital  concentrates  on  the  following  vertical  markets:  Telecommunications,  Manufacturing  and 
Finance.  Secondary  areas  include  healthcare,  state  and  local  government,  education  and  utihties. 
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Exhibit  5 

Digital’s  Outsourcing  Activities  by  Vertical  Market 


Vertical  Market 

Sub-segment 

%of 

Revenues  i 

% Of 

Contracts 

Finance 

Banking 

Building  Societies 
Investment  Management 
Brokers 

39% 

11% 

Insurance 

Life/General 

Retail 

Food,  non-food 
Wholesale 
Distribution 
Leisure 
T ravel  Agents 
Mail  Order 

Utilities 

8% 

5% 

Communications 

Telecommunications 

Media 

21% 

26% 

T ransport 

Airlines 
Rail,  etc. 

Business  Services 

2% 

10% 

Discrete 

Manufacturing 

Automotive 

Aerospace 

Electrical  & Electronic 
Mechanical  Engineering,  etc. 

25% 

37% 

Process 

Manufacturing 

Food  and  Drink 
Pharmaceuticals 
Chemicals,  etc. 

5% 

11% 
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Digital’s  Outsourcing  Reference  Customers 


Customer 

Service  Provided 

Contract  Details 

DSM  Engineering 
Plastics 

Distributed  Systems 
Management 

Systems  management,  network 
management,  help  desk  management, 
physical  database  management,  backup  and 
recovery  for  new  client/server  platform 

GE  Aircraft  Engine 
Manufacturing 

Applications 

Operations 

Management 

Desktop  & server  management,  LAN 
management,  enterprise  help  desk  and 
operations  management  for  Oracle  and 
Ingres  databases  and  mail,  including 
Exchange 

This  is  a 5-year  extension  of  an  existing  5 
year  contract. 

Perkin-Elmer 

Manufacturing 

Applications 

Operations 

Management 

Management  of  the  complete  SAP  R/3 
environment  which  is  being  rolled-out.  This 
includes  the  HP  UNIX  systems,  Oracle 
databases,  help  desk  and  LAN  management. 
5 year  contract 

DOW  Chemical 
Manufacturing 

Desktop  Operations 
Management 

Global  help  desk  for  the  entire  Microsoft 
Windows  95  based  environment  including 
MS  Office,  Exchange,  Siebel  Systems  Sales 
Enterprise  and  DOW  developed  software  for 
35,000  users  spread  over  30  countries. 

5 year  extension  of  an  existing  contract 

Glaxo-Wellcome 

Distributed  Systems 
Management 

Management  of  mission-critical  systems  with 
24  hours  systems  and  network  monitoring. 
Involves  the  management  of  Sun,  HP,  Silicon 
Graphics  and  Digital  platforms  as  well  as 
management  of  an  HP  Operations  center. 

3 Year  contract 

Canadian  Museum  of 
Civilization 

Distributed  Systems 
Management 

Systems  management,  network 
management,  mixed  media  management. 
5 year  contract 

ScrippsHealth 

Healthcare 

Desktop  Operations 
Management 

PC  asset  management,  product  acquisition, 
on-going  maintenance,  hardware  updating. 
3 year  Contract 

Source:  INPUT 


Strategic  Positioning 

Special  Strengths 

• Global  reach.  Digital  Equipment  Corporation  has  23,000  employees  working  on  IT  services  in 
over  100  countries  across  the  globe. 

• Digital  has  a flexible  approach  to  providing  services  that  comes  from  the  breadth  of  services 
resource  that  is  available  to  them 

• Digital  has  proven  technical  skUls  in  many  areas  including  MS  Exchange,  Windows  NT,  SAP 
R/3 
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• Digital  has  the  ability  to  provide  services  around  many  different  hardware  and  software 

platforms.  ^ 

• The  business  relationships  which  Digital  has  made  with  the  professional  services  community 
and  the  technology  leaders  gives  them  the  ability  to  call  on  a vast  pool  of  expertise 

Competition 

Digital  considers  its  main  competitors  to  be: 

• EDS 

• IBM  Global  Services 

• CSC 

Objectives 

Digital  intends  to  focus  on  outsourcing  the  IT  infrastructure  of  the  future  as  opposed  to  legacy 
systems,  Digital  is  branding  this  as  FutureSourcing.  Technology  and  systems  integration  will  be 
sohdified  and  expanded.  Digital  expects  to  extend  its  reach  into  business  process  outsourcing  with 
the  same  approach,  FutureSoucing,  i.e.  focusing  on  those  processes  that  will  be  done  in  the  future 
as  opposed  to  taking  over  existing  processes.  Digital’s  business  processes  will  continue  to  evolve  in 
order  to  maintain  leadership  as  a provider  of  chent/server  operations  management. 
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A Publication  from  INPUT’S  Vendor  Analysis  Program 


January  1998 

Digital  Equipment  Co.  Ltd.  - 
Business  Continuity  Services 


Contact  Information  for  Business  Continuity  Services  in  the  U.K.: 

Kelly  Dorward 

Digital  Equipment  Co.  Ltd. 

Gateway  House 

First  Avenue,  Newbury  Business  park 
Newbury 

Berkshire  RG13  2PZ  The  following  profile  outlines  the  services 

Tel : 01 635  5261 75  and  support  provided  by  Digital  Equipment 

Fax:  01635  526075  Co.  Ltd.  for  Business  Continuity  Services 

Email:  a-dorward@mail.dec.com 


Main  Activities 

Digital  Equipment  is  a supplier  of  networked  business  solutions  and  associated  services.  The 
company  first  entered  the  business  continmty  services  market  in  1990. 

Digital  has  54,900  employees  worldwide,  and  3,500  employees  in  the  UK  of  which  400  work  in 
Operations  Management  Services,  the  business  unit  providing  Business  Continuity  Services. 

Financial  Information 

Exhibit  1 


Digital  Equipment’s  Revenues,  1996 


1996  ($million) 

World-wide  revenues 

$14.6bn 

UK  revenues 

$71 8m 

Source:  Digital  Equipment 
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Vertical  Markets 

Digital  Equipment  focuses  on  the  following  vertical  markets: 

• Finance 

• Retail 

• Manufacturing. 


Exhibit  2 


Exhibit  3 


Digital’s  Business  Continuity  Services 


Vertical  Market 

% of  Revenues 

% of  Projects 

Finance 

55% 

39% 

Retail 

19% 

17% 

Utilities 

4% 

4% 

Communications/T  ransport 
Business  Services 

8% 

26% 

Discrete/Process 

Manufacturing 

14% 

14% 

Source:  Digital  Equipment 


Digital  Equipment’s  Business  Continuity  Services  Skills 


Service  Type 

Competencies 

Hot  Standby 

High 

Warm  Standby 

High 

Cold  Standby 

High 

On  Site  Back  Up  Services/Mobile  Units 

High 

Remote  Management 

High 

Contingency  Planning  & Risk  Analysis 

High 

Virus  Protection/Data  Security 

High 

Source:  Digital  Equipment 


Strategic  Positioning 

Special  Strengths 

Digital  Equipment  considers  the  following  points  to  be  its  main  differentiators/strengths  in  the 
business  continuity  services  market: 

• Breadth  of  expertise  in  provision  of  IT  services 

• Worldwide  coverage 

• Through  understanding  of  latest  developments  in  technology 

• Ability  to  continuously  invest  in  new  equipment  and  facilities. 
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Objectives 

Digital  Equipment’s  plans  for  the  near  future  are  to  continue  to  invest  in  new  equipment  and 
facilities. 


Case  Study 

Customer;  Lunn  Poly 

Holiday  bookings  wait  for  no  one. 

Lunn  Poly  is  the  UK’s  largest  high  street  retailer  of  packaged  holidays,  with  nearly  800  shops 
and  a turnover  in  excess  of  £1  billion.  It’s  a business  conducted  in  real  time,  and  if  the  booking 
and  administration  systems  fail  there  is  an  immediate  impact. 

The  Lunn  Poly  holiday  administration  system  at  its  data  center  in  Leamington  Spa  is  based  on 
a Digital  twin  Turbolaser  configuration  running  Oracle  and  UNIX.  Currently  over  half  of  the 
high  street  shops  have  links  into  the  data  center  via  the  travel  industry’s  ISTEL  communication 
backbone.  By  the  end  of  1997,  all  the  holiday  shops  will  be  connected. 

Each  shop  has  a number  of  PC  front-end  systems  for  making  bookings,  and  the  details  are 
instantly  uploaded  to  Leamington  Spa  for  processing.  At  any  one  time,  the  system  is  handling 
transactions  from  around  2,500  users,  and  once  a shop  confirms  a booking  the  master  database 
is  updated  within  three  seconds.  Currently,  the  Lunn  Poly  master  database  is  over  50 
gigab3des  and  this  is  expected  to  double  when  the  remaining  shops  join  the  system. 

As  the  data  center  and  the  shop  network  are  absolutely  critical  to  Lunn  Pol3^s  business,  the 
company  has  a disaster  recovery  contract  with  Digital.  I n the  event  of  a major  problem  at 
Leamington  Spa,  an  ISDN  data  feed  fi*om  the  shop  network  is  re-routed  to  Digital’s  Operations 
Management  Center  at  Newbury. 

Mike  Gray,  Lunn  Poly’s  Head  of  System  Services,  says,  "We’ve  tested  the  recovery  procedures 
out  of  hours  and  everything  works  perfectly.  We  can  switch  hnes  very  quickly  and  we  then 
restore  the  system  on  a single  multiprocessor  Turbolaser.  We’re  confident  that  we  could  recover 
our  hohday  administration  system  within  48  hours  of  a major  incident". 
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COMPANY  PROFILE 


DIGITAL  LEARNING  SYSTEMS,  Robert  Stoeber,  President 

INC.  Private  Company 

4 Century  Drive  Total  Employees:  10 

Parsippany,  NJ  07054  Total  Revenue,  Fiscal  Year  End 

(201)538-6640  2/28/89:  $2,500,000 


The  Company 

Digital  Learning  Systems,  Inc.  (DLS),  founded  in  1982,  develops 
training  and  orientation  software  programs  that  are  distributed  by 
major  microcomputer  manufacturers  with  their  systems.  DLS  also 
offer  disk-based  advertising  services  and  on-line  reference  books. 

Key  Products  and 
Services 

Approximately  40%  of  DLS'  revenue  is  derived  from  its  tutorial 
software  products,  40%  from  disk-based  advertising  services,  and 
20%  from  on-line  reference  books. 

DLS  provides  tutorial  diskettes  to  microcomputer  manufacturers 
who,  in  turn,  provide  the  software  with  each  system  they  ship. 

DLS  is  currently  providing  tutorial  diskettes  to  IBM  (PS/2),  Dell 
Computer,  and  Tandy. 

DLS  develops  marketing/sales  demonstration  floppy  disks  ("ad 
disks")  for  clients  in  various  industries. 

• The  ad  disks  can  be  used  for  trade  show  exhibits,  point-of- 
purchase,  direct  mail,  sales  presentations,  and  catalogues. 

• The  company  has  approximately  15-20  clients  in  this  area, 
including  Warner-Lambert,  Augusta  Aviation,  and  Rohm  & 
Haas. 

KeyNotes™  is  DLS'  family  of  on-line  reference  tools  for  any  IBM- 
compatible  microcomputer  with  a hard-disk  drive. 

• Current  KeyNotes  products  include  Complete  Secretary's 
Handbook  ($89.95),  Financial  Mathematics  Handbook  ($99.95), 
The  Associated  Press  Stylebook  ($89.95),  zxvd  KeyNotes  Writer's 
Handbook  ($89.95). 

• The  products  are  available  via  a toll-free  telephone  call  to  DLS 
or  through  EggHead  Software  or  First  Choice  dealers. 
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• DLS  can  also  put  any  type  of  reference  manual  on-line  as  a 
customized  service  for  any  client  requiring  such  a service. 

Industry  Markets 

Over  40%  of  DLS'  revenue  is  derived  from  computer 
manufacturers.  The  remainder  of  revenue  is  derived  from 
sales/marketing  departments  of  various  companies  and  any 
microcomputer  user  requiring  access  to  reference  materials. 

Geographic 

Markets 

Approximately  95%  of  DLS's  revenue  is  derived  from  the  U.S.  and 
5%  from  international  markets. 

a 
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COMPANY  BRIEF 


Primary  Industry-Specific  Market:  Computer  Manufacturers 


Digital  Learning  Systems,  Inc. 

4 Century  Drive 
Parsippany,  NJ  07054 
(201)  538-6640 

CEO:  Robert  Stoeber,  President 
Private  Company 
Founded:  1982 

Employees:  20  (12/86) 

Revenue  (FYE  12/31/86):  $2,000,000* 


The  Company:  Digital  Learning  Systems  (DLS)  develops  training  and  orientation 
software  programs  that  are  distributed  by  major  microcomputer 
manufacturers.  DLS  recently  announced  a family  of  new  products 
designed  to  improve  corporate  productivity.  All  of  DLS's  programs 
are  based  on  a proprietary  development  system  called  "ATL/A 
Tutorial  Language." 

Sources  of  Revenue: 

Application  Software  (100%) 

Key  Products 

Application  Software  Products 

• Tutorial  Diskettes 

- Exploring  the  IBM  Personal  Computer 
Exploring  the  IBM  PCjr 

- The  FUNdamentals:  A tutorial  for  the  Tandy  1000,  sold  by  Radio  Shack 

Computer  Centers 

- The  FUNdamentals:  A tutorial  for  the  Tandy  1000  EX,  sold  by  Radio 

Shack  Computer  Centers 

- The  FUNdamentals:  A tutorial  for  the  Tandy  1000  SX,  sold  by  Radio  Shack 
Computer  Centers 

- Countdown  to  Discovery,  shipped  with  every  AT&T  PC  6300  PLUS 

- Countdown  to  Power,  shipped  by  AT&T  with  PC  6300  PLUS  with  the  UNIX 
operating  system 

Discovering  the  Ericsson  PC,  shipped  with  the  Ericsson  PC  and  available  in 
I I languages 

• Sales  Demonstration  Diskettes 

Meet  the  Tandy  1000 
A Tandy  Christmas 

- Tandy  1 000  EX 
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The  Tandy  Answer 

- Step  into  the  Future  with  the  AT&T  PC  6300  PLUS 
The  Ericsson  PC:  Intelligent  by  Design 
Introducing  the  Ericsson  ErgoScreen  Portable 

- Take  Me  to  the  Top,  provides  sales  support  to  Panasonic  computer  dealers 
for  the  Executive  Partner  portable 

• Business  Productivity  Tools  (Utilizes  IBM  PCs  or  compatibles) 

KeyNotes,  introduced  in  October  1986,  is  a memory-resident  support 
product  that  provides  instant  access  to  a range  of  reference  materials 
including  programmers'  utilities,  customized  on-line  help,  and  useful 
information  tables.  It  is  priced  at  $100. 

Target  Industries: 

Computer  manufacturers  (100%) 

- Clients  include  IBM,  Apple,  AT&T  Information  Systems,  Tandy  Corporation, 
Panasonic,  and  Ericsson  Information  Systems  (Sweden) 

More  than  two  million  copies  of  DLS's  programs  have  been  shipped  with  new 
computers  by  hardware  manufacturers  and  distributed  to  computer  dealers  for 
product  demonstration 

- DLS  is  now  designing  products  for  use  in  MIS  departments,  information  centers, 
and  any  department  with  reference  needs  and  plans  on  marketing  to  these 
departments  and  Fortune  500  companies  in  1987 

Geographic  Markets: 

U.S.  and  Non-U. S. 

Other: 

DLS  is  funded  exclusively  by  the  Gillette  Company's  New  Business  Development 
Group 
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COMPANY  PROFILE 


DIGITAL  RESEARCH  INC. 

Box  DRI 

70  Garden  Court 
Monterey,  CA  93942 
(408)  649-3896 


Dr.  Gary  A.  Kildall,  Chairman 
Dick  Williams,  President  and  CEO 
Private  Company 
Total  Employees:  300+ 

Total  Revenue,  Fiscal  Year  End 
9/30/90:  $41,000,000* 

*Unaudited 


The  Company  Digital  Research  Inc.,  founded  in  1976,  develops  and  markets 

operating  systems,  software  development  tools,  and  graphics 
applications  for  a variety  of  hardware  platforms.  The  company's 
products  are  available  through  OEMs,  VARs,  systems  integrators, 
and  retail  dealers. 

• The  company's  original  product  was  CP/M,  the  first  disk-based, 
portable  microcomputer  operating  system.  During  mid- 1985, 
the  company  shifted  its  focus  to  DOS-compatible  software 
products  and  graphics  applications. 

Digital  Research's  fiscal  1990  revenue  reached  $41  million,  a 14% 
increase  over  fiscal  1989  revenue  of  $36  million.  The  company  has 
operated  profitably  for  the  past  three  years. 

Digital  Research's  major  competitor  in  the  operating  system  area 
is  Microsoft.  In  the  graphics  area,  competitors  include  Corel 
Draw,  Arts  & Letters,  and  Micrografx  Designer.  In  the 
presentation  area,  competitors  include  SPC  Harvard  Graphics, 
Lotus  Freelance  Plus,  and  Ashton-Tate  Applause. 


Key  Products  and  Approximately  60%  of  Digital  Research's  fiscal  1990  revenue  was 
Services  derived  from  operating  systems  and  40%  from  graphics 

applications. 

Operating  Systems: 

DR  DOS,  Digital  Research's  most  recent  operating  system 
product,  is  a single-user,  single  tasking,  DOS-compatible  operating 
system  for  8086,  8088,  80286,  i386,  and  i486  systems.  DR  DOS 
was  first  introduced  in  May  1988. 

• DR  DOS  5.0,  introduced  in  June  1990,  features  the  ability  to 
reside  in,  and  execute  from,  read-only-memory. 
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• Other  DR  DOS  features  include  MemoryMAX™,  a memory 
management  facility;  ViewMAX™,  a common  user  access 
keystroke-compatible  graphical  user  interface;  FileLINK™,  a 
file  transfer  utility;  BatteryMAX™,  a power-enhancement 
utility;  and  Disk-Caching,  for  application  throughput. 

• DR  DOS  is  available  through  OEMs,  systems  integrators, 
VARs,  retailers,  and  corporate  resellers. 

• Since  its  introduction  in  1988,  Digital  Research  has  licensed 
more  than  three  million  copies  of  DR  DOS  to  more  than  100 
OEMs  and  VARs  worldwide. 

Digital  Research's  Concurrent  DOS  products  for  multiuser, 
multitasking  environments  are  available  through  VARs  and  retail 
dealers. 

• Concurrent  DOS  386  is  a multiuser,  multitasking  operating 
system  for  80386  systems  targed  to  small  businesses  and 
department  workgroups. 

• DR  NET  is  optional  networking  software  that  allows  multiple 
Concurrent  DOS  systems  to  be  networked  together 

Graphics  Applications: 

Digital  Research's  current  line  of  graphics  applications  include  the 
following: 

• Presentation  Team  (version  2.0  released  in  November  1990) 
provides  an  integrated  solution  for  creating  and  managing 
overhead  and  slide  presentations,  35mm  slides,  electronic 
screen  shows,  or  printed  copy. 

• DrawPlus  (version  2.1  to  be  released  during  the  second  quarter 
of  1991)  is  a drawing  package  for  business  and  engineering 
users. 

• Artline  (version  2,0  released  in  September  1990)  is  a full- 
feature  graphics  illustration  application  for  business  users  and 
graphics  designers  to  create  or  enhance  their  documents, 
presentations,  or  graphics,  designs. 

The  products  support  IBM  PC/XT,  PC/AT,  PS/2,  and 
compatibles,  as  well  as  80386-  and  80486-based  computers. 

Support  for  Novell  Netware  is  provided  in  the  standard  retail 
products  of  Presentation  Team  2.0  and  Draw  Plus  2.1,  with 
additional  popular  networks  to  be  added  in  the  future. 
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Foreign  language  versions  of  the  graphics  products  are  available  in 
French,  German,  Danish,  Italian,  Spanish,  and  Dutch,  all  of  which 
are  supported  in  each  native  region. 

Graphics  applications  are  directly  available  to  customers  through 
more  than  2,000  Digital  Research  Authorized  Resellers,  corporate 
resellers,  and  VARs.  OEMs  also  bundle  the  products  with  a 
variety  of  hardware. 

Integrated  Systems: 

Digital  Research's  FlexOS  family  of  real-time  operating  system 
products  are  sold  to  OEMs,  systems  integrators,  VARs,  and 
Independent  Software  Vendors. 

FlexOS  provides  a 32-bit,  protected-mode  platform  for  integrated 
solutions  which  require  a full-function  multitasking  operating 
system  and  guaranteed  real-time  response.  POSIX  support  is 
available  to  allow  integration  of  FlexOS-based  sytems  in  UNIX 
environments. 

• FlexOS  is  targeted  toward  real-time  vertical  markets,  such  as 
industrial  automation,  process  control,  transaction  processing, 
and  electronic  point-of-sale. 

• Versions  of  FlexOS  are  available  for  the  Intel  186,  286,  and  386 
processors. 

• More  than  300,000  units  of  FlexOS  have  been  installed 
worldwide,  primarily  in  point-of-sale  systems  used  in  grocery 
and  department  store  chains. 

• FlexOS  is  used  by  major  vendors  of  electronic  point-of-sale 
systems,  including  IBM,  ICL,  Nixdorf,  and  TEC  Japan.  Digital 
Research  has  also  licensed  FlexOS  to  several  OEMs,  including 
Siemens  AG  (for  industrial  automation),  Fanuc  (for  a 
manufacturing  system  controller),  and  Johnson  Controls  (for  a 
facility  environment  control  system). 

The  FlexOS  product  line  also  includes: 

• FlexView,  a source-level  system  and  application  debugger  for 
FlexOS 

• FlexNet,  which  allows  transparent  connectivity  between 
FlexOS-based  systems  and  other  general  purpose  systems  such 
as  DOS,  OS/2,  and  UNIX 
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Industry  Markets 


Geographic 

Markets 


• X/GEM,  the  FlexOS  graphics  extension,  provides  a graphics 
environment  for  interpretation  of  complex  real-time  data. 


Digital  Research'  fiscal  1990  revenue  was  derived  approximately 
as  follows: 


OEMs 

62% 

Retail  dealers 

37% 

VARs 

m 

100% 

Major  distributors  include  Ingram  Micro  D and  Merisel, 


Digital  Research's  fiscal  1990  revenue  was  derived  approximately 
as  follows: 


U.S  and  Canada 

24% 

Europe 

54% 

Japan 

13% 

Pacific  Rim 

9% 

100% 

Digital  Research's  North  American  support  office  is  located  in 
Monterey  (CA).  An  OEM/VAR  sales  office  is  located  in  Santa 
Clara  (CA).  Other  U.S.  offices  are  located  in  Ft.  Worth  (TX), 
Salinas  (CA),  and  Waban  (MA). 

International  subsidiaries/offices  are  located  as  follows: 

• Digital  Research  Limited:  Berkshire,  U.K. 

• Digital  Research  GMBh:  Munich,  West  Germany 

• Digital  Research  S.A.:  Velizy,  France 

• Digital  Research  (Japan)  Inc.:  Tokyo,  Japan 

• Taiwan  Representative  Office:  Taipei,  Taiwan 
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DIGITAL  RESEARCH,  INC. 

60  Garden  Court 
P.O.  Box  DRI 
Monterey,  CA  93942 
(408)  649-3896 


John  Rowley,  President  and  CEO 
Private  Corporation 
Total  Employees:  250 
Total  Revenue,  Fiscal  Year  End 
8/31/85:  $35,000,000* 


THE  COMPANY 

• Digital  Research,  Inc.  (DRI)  was  founded  in  1976  by  Gary  Kildall  and  Dorothy 
McEwen  to  provide  microcomputer  operating  systems  software.  The  company 
has  since  expanded  its  offerings  to  include  utility  software,  high-level 
languages,  programming  tools,  graphics  software,  and  graphics-oriented 
operating  environments  for  8-  and  16-bit  microcomputers. 

• Fiscal  1984  is  the  first  year  in  which  the  majority  of  DRI's  revenue  was 
derived  from  PC-DOS  compatible  products,  a shift  from  a traditionally 
exclusive  reliance  on  the  CP/M  market.  Approximately  half  of  the  company's 
fiscal  1984  and  1985  revenues  were  derived  from  software  products  other  than 
operating  systems. 

• In  mid- 1 985  the  company  obtained  minority  equity  investments  worth  $9 
million  from  two  of  its  customers— Northern  Telecom  and  Motorola. 

• Fiscal  1985  revenue  was  over  $35  million,  which  is  a decrease  of  about  35% 
from  the  previous  year.  Fiscal  1984  revenue  was  already  25%  lower  than 
expected.  A five-year  financial  summary  follows: 


DIGITAL  RESEARCH 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands) 


YEAR 

ITEM 

8/85 

8/84 

8/83 

8/82 

8/81 

Revenue 

. Percent  increase 
(decrease)  from 

$35,000* 

$55,000 

$38,000 

$14,951 

$5,534 

previous  year 

(35%) 

45% 

154% 

1 70% 

115% 

• DRI  management  attributes  revenue  declines  primarily  to  the  fall  from  favor 
of  its  formerly  profitable  CP/M  operating  system.  The  company  is  now 
focusing  its  efforts  on  PC-DOS-compatible  software  products,  including  a 
version  of  PC-DOS  for  the  Intel  20286  microprocessor,  and  GEM,  a Macintosh- 
like line  of  software  for  IBM  and  compatible  microcomputers. 
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• As  of  May  1986,  DRI  had  250  employees,  200  fewer  than  in  April  1985. 

• DRI's  major  competitor  in  the  systems  software  area  is  Microsoft.  While 
there  are  competitors  for  individual  modules  of  the  GEM  line  of  products, 
there  is  no  competitor  for  the  whole  GEM  package. 

KEY  PRODUCTS  AND  SERVICES 


• One  hundred  percent  of  DRI's  fiscal  1985  revenue  was  derived  from  software 
products. 

OEM  sales  accounted  for  approximately  58%,  retail/corporate  end 
users  accounted  for  24%,  and  development  contracts  accounted  for 
1 8%. 

A three-year  summary  of  source  of  revenue  by  product  category 
follows: 


8/85  8/84  8/83 


Operating  Systems 

51% 

44% 

64% 

Languages 

19 

22 

32 

Graphics 

18 

8 

4 

Other 

12 

26 

- 

100% 

100% 

100% 

• A description  of  DRI's  current  software  product  offerings  is  provided  in  the 
exhibit. 


• DRI's  original  product  offering  was  CP/M,  developed  in  the  mid-1970s  by  Gary 
Kildall.  It  was  the  first  disk-based,  portable  microcomputer  operating 
system.  The  company's  CP/M  offerings  of  8-  and  16-bit  operating  systems  are 
licensed  to  over  1.5  million  users  worldwide.  Recently,  the  company  made  a 
transition  to  becoming  a PC-DOS-oriented  company. 

I 

There  are  currently  over  450  OEMs  offering  8-bit  versions  of  CP/M  for 
Intel  8080-,  8085-,  and  Zilog  Z-80-based  microprocessors. 

Concurrent  PC-DOS,  introduced  in  May  1984,  is  a multitasking  oper- 
ating system  that  runs  as  many  as  four  PC-DOS  or  CP/M-86  applica- 
tions simultaneously.  Features  include  communications,  menus, 
windowing,  a Rolodex-like  file  manager,  and  a print  spooler.  Recom- 
mended configuration  is  an  IBM  PC  with  512  Kbytes  of  memory  and  a 
hard  disk,  the  product  is  aimed  at  professional  users  in  Fortune  1000 
companies.  The  product  will  be  sold  through  OEMs  and  retail  channels. 

There  are  over  150  OEMs  offering  16-bit  versions  of  DRI's  operating 
systems,  including  Concurrent  PC-DOS,  for  the  Intel  8086-,  8088-,  and 
the  Motorola  68000-based  family  of  microprocessors. 
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EXHIBIT 

DIGITAL  RESEARCH  SOFTWARE  PRODUCTS 


PRODUCTS 

DESCRIPTION 

• OPERATING  SYSTEMS 

- CP/M 

Single-User  8-Bit  Operating  System 

- CP/M-86 

16-Bit  Version  of  CP/M 

— Concurrent  CP/M-86 

Single-User,  Multitasking  Operating  System 

— Concurrent  PC-DOS 

Multitasking,  Multi-User  Operating  System 

- CP/NET 

Network  Operating  System 

- DR/NET 

Networking  Software 

- MP/M  II 

Multi-User,  Multitasking  Operating  System 

- MP/M-86 

16-Bit  Version  of  MP/M  II 

- GSX 

Graphics  System  Extension  to  CP/M 

• PROGRAMMING  LANGUAGES 

- CBASIC 

Programming  Language 

- CBASIC-86 

Programming  Language  (16-Bit  Version  of  CBASIC) 

- CB-80 

Programming  Language  (BASIC  Compiler) 

- CB-86 

Programming  Language  (16-Bit  Version  of  CB-80) 

- PL/1-80 

Programming  Language 

- DR  LEVEL  II  COBOL 

Programming  Language 

- PASCAL/MT-t 

Programming  Language 

- PASCAL/MT-t-86 

Programming  Language  (16-Bit  Version  of 

PASCAL/MT-t) 

— DR  Logo 

Programming  Language 

— C Language 

Programming  Language 

- DR  FORTRAN-77 

Programming  Language 

• PRODUCTIVITY  TOOLS 

— Display  Manager 

Programming  Tool 

— Access  Manager 

File  Access  Manager 

— DR  Assembler  Plus  Tools 

Programming  Tool 

• GRAPHICS 

- GEM 

Graphics  Environmental  Manager 

— GEM  Desktop 

— GEM  Paint 

— GEM  Draw 

- GEM  Write 

■ Presentation  Graphics  Software 

— GEM  Graph 

— GEM  Wordchart 

- DR  DRAW 

Illustrations  Generator 

- DR  GRAPH 

Graph  Generator  from  Numbers  or  Spreadsheets 

— Presentation  Master 

Bundled  Presentation  Graphics  System  for  Slides 
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Versions  are  available  for  Intel's  80286  (Concurrent  DOS  286)  and  Zilog 
Z8000  processors. 

DR/NET,  introduced  in  1983,  is  a local  area  network  link.  It  is  a 
software  package  that  can  link  microcomputers  running  the  CP/M, 
Concurrent  PC-DOS,  or  MS-DOS  operating  systems  via  any  local  area 
network. 


• DRI  developed  PL/ 1 -80,  a native  code  compiler  upwardly  compatible  with 
PL/I.  The  company  also  markets  8-  and  16-bit  versions  of  the  Pascal,  BASIC, 
COBOL,  and  FORTRAN  programming  languages  and  the  CBASIC  Compiler, 
CB-80. 


Products  are  available  for  Intel  8080,  8085,  and  8086,  Zilog  Z-80, 
Motorola  68000  processors,  and  Intel  80286  family  of  microprocessors. 

The  languages  run  under  Digital  Research's  CP/M,  CCP/M,  and  MP/M 
operating  systems  as  well  as  MS-DOS  and  PC-DOS,  Concurrent  PC- 
DOS  and  Concurrent  CP/M.  Versions  will  be  available  for  the  UNIX 
operating  system  later  this  year. 

DRI  also  offers  several  programmer  productivity  tools  for  applications 
software  development  as  well  as  utilities  to  enhance,  maintain,  and 
manage  software  running  under  the'  various  operating  systems  the 
company  offers.  These  products  are  listed  in  the  exhibit. 

• DRI  has  increased  its  focus  on  its  graphics  software  product  line.  Available 
products  include  the  following: 

GEM  (Graphics  Environment  Manager),  shipped  in  February  of  1985,  is 
an  operating  system  extension  for  MS-DOS  that  provides  a Macintosh- 
like user  interface.  GEM  features  windows,  icons,  pull-down  menus, 
and  bit-mapped  graphics  capabilities.  GEM  runs  on  IBM  PC  and  PC- 
compatible  computers.  Initially,  a single-tasking  version  was  released, 
and  the  company  plans  on  releasing  a multi-user,  multi-tasking  version 
later  this  year. 

. The  company  has  also  announced  six  GEM  software  applications: 

GEM  Desktop  is  an  interface  that  uses  icons  rather  than 
operating  system  commands. 

GEM  Paint  is  a graphics  design  program  that  allows  users 
to  paint  pictures  on  the  screen  with  a range  of  brush 
sizes. 


GEM  Draw  allows  users  to  create  and  edit  charts  and 
diagrams.  It  includes  a library  of  predesigned  graphics 
and  can  edit  graphics  and  charts  produced  by  GEM  Graph 
and  GEM  Worddiart. 
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GEM  Write  is  a word  processing  program  designed  by 
Lifetree  Software,  Inc. 

GEM  Graph  offers  users  varous  chart  templates— pie, 
line,  bar,  and  map. 

GEM  Wordchart  was  designed  to  help  users  produce  text 
charts  and  includes  a selection  of  templates  for  quota- 
tions, tables,  bullets,  and  outlines. 

Recent  arrangements/agreements  announced  by  DRI  include  the  following: 

DRI  has  formed  a number  of  strategic  relationships  with  IBM.  Among 
the  publicly  announced  activities  is  an  arrangement  whereby  IBM's 
direct  sales  force  will  sell  several  of  DRI's  software  products,  including 
GEM  packages,  programming  languages,  and  concurrent  PC-DOS  for 
IBM's  3270  and  PC. 

The  company  has  an  agreement  with  NEC  to  implement  systems 
software  on  NEC's  chips. 

DRI  was  commissioned  by  Motorola  to  implement  Concurrent  PC-DOS, 
Concurrent  CP/M,  and  standard  programming  languages  on  Motorola's 
68000  family  of  microprocessors. 

In  1985  DRI  spun  off  its  UNIX  System  V team,  which  developed  a UNIX 
version  for  the  Intel  802086  microprocessor.  The  new  company  is 
called  MicroPort  Systems,  Inc.  and  will  continue  to  do  business  in  UNIX 
porting  and  enhancing. 

In  response  to  a threatened  law  suit,  DRI  entered  into  an  agreement 
with  Apple  under  which  DRI  would  revise  its  GEM  family  of  software 
so  as  to  lessen  its  similarity  to  Macintosh  software.  The  agreement 
also  calls  for  DRI  to  pay  Apple  an  undisclosed  sum,  provide  several  DRI 
programmers  for  Apple  projects,  and  permits  Apple  to  review  future 
GEM  advertising.  In  addition,  the  companies  have  agreed  to  pursue 
several  cooperative  software  ventures. 

DRI  has  entered  into  licensing  agreements  with  Atari  and  Applied 
Computer^  Techniques.  Under  the  agreements,  the  two  hardware 
vendors  incorporate  GEM  into  their  single-user  microcomputer 
systems. 

Distribution  arrangements  have  been  made  with  MicroAge  and  First 
Software,  among  others.  MicroAge  was  the  first  company  to  order 
GEM  packages,  and  the  first  to  put  its  own  label  on  the  package. 

In  April  1986,  DRI  entered  into  an  OEM  and  licensing  agreement  for 
IBM  to  market  GEM.  Under  one  part  of  the  agreement  IBM  markets 
GEM  products  under  the  IBM  logo,  and  under  the  other,  IBM  is  allowed 
to  bid  GEM  products  directly  on  government  contracts. 
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In  June  1985,  DRI  sold  minority  equity  interests  to  OEM  customers-- 
Northern  Telecom,  Inc.  and  Motorola— for  approximately  $9  million. 

• In  1982  DRI  initiated  its  Independent  Software  Vendor  (ISV)  Support  Plan  to 
encourage  the  development  of  applications  software  written  in  DRI  languages 
and  running  under  DRI  operating  systems.  DRI  assists  the  ISVs  with  technical, 
marketing,  and  legal  support. 

• In  1983  DRI  set  up  a CP/M  applications  library  through  which  it  would  market, 
under  its  own  name,  applications  packages  developed  by  other  vendors. 

The  CP/M  library  was  established  to  provide  CP/M  applications  to  the 
retail  market  and  to  enhance  sales  of  the  CP/M  operating  system. 

As  a consequence  of  the  company's  transition  from  a CP/M-oriented 
company  to  a PC-DOS  and  MS-DOS-oriented  company,  the  CP/M 
library  was  no  longer  deemed  a necessary  part  of  DRI's  strategy. 

• DRI  has  temporarily  shelved  development  efforts  for  an  interactive  video  disk 
system  because  the  market  for  this  type  of  product  has  not  yet  developed. 

INDUSTRY  MARKETS 

• DRI's  1985  and  1984  revenue  was  derived  approximately  as  follows: 


8/85 

8/84 

OEMs 

58% 

82% 

Retail  distribution 

24 

18 

Development  contracts 

18 

- 

100% 

100% 

GEOGRAPHIC  MARKETS 

• DRI's  fiscal  1985  and  1984  revenue  was  derived  from  the  following  geographic 
markets: 


8/85  8/84 

U.S.  56%  56% 

Japan  1 2 20 

Europe  32  24 

100%  100% 


In  1983,  75%  of  revenue  was  derived  from  the  U.S.  and  25%  from 
foreign  sources. 

• DRI  has  U.S.  regional  sales  offices  in  Palo  Alto,  Los  Angeles,  Burlington  (MA), 
Dallas,  McLean  (VA),  Morristown  (NJ),  and  Schaumberg  (IL).  Foreign  subsidi- 
aries are  located  in  Europe  and  Japan. 
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• In  1984  the  company  opened  a new  software  development  center  in  Austin 
(TX). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• DRI  has  the  following  hardware  installed  at  its  headquarters: 

3 DEC  VAX- 1 I /780s— two  for  research  and  development  and  one  for 
business  applications. 
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COMPANY  PROFILE 


DIGITAL  RESEARCH,  INC. 

60  Garden  Court 
P.O.  Box  DRI 
Monterey,  CA  93942 
(408)  649-3896 


Gary  Kildall,  CEO 
John  Rowley,  President 
Private  Corporation 
Total  Employees:  532 
Total  Revenue,  Fiscal  Year  End 
8/31/84:  $55,000,000 


THE  COMPANY 

• Digital  Research  was  founded  in  1976  by  Gary  Kildall  and  Dorothy  McEwen  to 
provide  microcomputer  operating  systems  software.  The  company  has  since 
expanded  its  offerings  to  include  utilities,  high-level  languages,  programming 
tools,  graphics  software,  and  graphics-oriented  user  interfaces  for  8-  and  16- 
bit  microcomputers. 

• Fiscal  1984  is  the  first  year  in  which  the  majority  of  Digital  Research's 
revenue  was  derived  from  PC-DOS  compatible  products,  a shift  from  a tradi- 
tionally exclusive  reliance  on  the  CP/M  market.  Approximately  half  of  the 
company's  1984  revenue  was  derived  from  software  products  other  than 
operating  systems. 

• In  February  1984  the  company  received  $8.4  million  in  additional  financing 
from  venture  capitalists. 

• Fiscal  1984  revenue  reached  $55  million,  a 45%  increase  over  fiscal  1983 
revenue  of  $38  million.  A five-year  revenue  summary  follows: 


DIGITAL  RESEARCH 
FIVE-YEAR  REVENUE  SUMMARY 
($  thousands) 


.^^.,_nSCAL  YEAR 

ITEM 

8/84 

8/83 

8/82 

8/81 

8/80 

Revenue 

. Percent  increase 

$55,000 

$38,000 

$14,951 

$5,534 

$2,576 

from  previous  year 

45% 

154% 

170% 

115% 

N/A 

• Digital  Research  management  attributes  the  company's  rapid  growth  to  the 
compatibility  of  its  software  products  with  the  most  widely  used  8- and  16-bit 
microprocessors.  Company  management  estimates  that  1985  revenue  will 
reach  approximately  $65  to  $70  million.  The  company  anticipates  going  public 
within  the  next  two  years. 
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• Digital  Research's  fiscal  1984  expenditures  were  segmented  as  follows: 


Marketing/general  administration 

65% 

Research  and  development 

22 

Sales 

13 

100% 

• In  1984  Digital  Research  acquired  Owicat,  a small  educational  software 
company,  and  formed  a consumer  products  division  to  sell  Owicat  products  to 
the  home  and  classroom  markets.  Owicat  had  three  or  four  employees,  but  no 
revenue  at  the  time  of  acquisition.  Owicat's  first  product  was  a PSAT/SAT 
(Scholastic  Aptitude  Test)  preparation  program.  The  consumer  division  was 
subsequently  discontinued  due  to  the  lower  growth  experienced  in  the  overall 
consumer  market  than  Digital  Research  had  anticipated. 

• As  of  August  31,  1984,  Digital  Research  had  approximately  532  employees 
segmented  as  follows: 


Marketing 

32 

Sales 

127 

Research  and  development 

220 

Administration 

80 

Manufacturing 

73 

532 

Digital  Research  currently  has  approximately  450  employees. 

. In  early  1985  Digital  Research  management  decided  to  close 
down  its  Manufacturing  Division  and  contract  this  work  out  to  a 
third  party.  The  phasing  out  of  these  operations  is  expected  to 
be  complete  by  August  1 985. 

. The  company  plans  to  place  a greater  emphasis  on  its  graphics 
software  products. 

• Major  competitors  of  Digital  Research  include  Microsoft,  Inc.  and  also  the 
operating  system  and  operating  environment  products  of  Apple  Computer  and 
IBM. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  95%  of  Digital  Research's  fiscal  1984  revenue  was  derived 
from  systems,  utilities,  and  application  software  products  for  microcom- 
puters. The  remaining  5%  was  from  microcomputer  hardware  products.  A 
two-year  summary  of  source  of  revenue  follows: 
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8/84 

8/83 

Operating  systems 

44% 

64% 

Languages 

22 

32 

Graphics 

8 

4 

Other 

26 

100% 

_0 

100% 

Digital  Research  management  estimates  that,  by  the  end  of  1985,  55% 
of  revenue  will  be  derived  from  operating  systems  software,  10%  from 
languages,  utilities,  and  productivity  aids,  20%  from  graphics  software, 
5%  from  hardware,  and  10%  from  development  contracts. 

• A description  of  Digital  Research's  current  software  product  offerings  is 
provided  in  the  exhibit. 

• Digital  Research's  original  product  offering  was  CP/M,  developed  in  the  mid- 
1970s  by  Gary  Kildall.  It  was  the  first  disk-based,  portable  microcomputer 
operating  system.  The  company's  CP/M  offerings  of  8-  and  16-bit  operating 
systems  are  licensed  to  over  1.5  million  users  worldwide.  Recently,  the 
company  made  a transition  to  becoming  a PC-DOS-oriented  company. 

There  are  currently  over  450  OEMs  offering  8-bit  versions  of  CP/M  for 
Intel  8080-,  8085-,  and  Zilog  Z-80-based  microprocessors. 

Concurrent  PC-DOS,  introduced  in  May  1984,  is  a multitasking  oper- 
ating system  that  runs  as  many  as  four  PC-DOS  or  CP/M-86  applica- 
tions simultaneously.  Features  include  communications,  menus, 
windowing,  a Rolodex-like  file  manager,  and  a print  spooler.  Recom- 
mended configuration  is  an  IBM  PC  with  512  Kbytes  of  memory  and  a 
hard  disk,  the  product  is  aimed  at  professional  users  in  Fortune  1000 
companies.  The  product  will  be  sold  through  OEMs  and  retail  channels. 

There  are  over  150  OEMs  offering  16-bit  versions  of  Digital  Research's 
operating  systems,  including  Concurrent  PC-DOS,  for  the  Intel  8086-, 
8088-,  and  the  Motorola  68000-based  family  of  microprocessors. 

Versions  are  available  for  Intel's  80286  (Concurrent  PC-DOS)  and  Zilog 
Z8000  processors. 

DR  Net,  introduced  in  1983,  is  a local  area  network  link.  It  is  a soft- 
ware package  that  can  link  microcomputers  running  the  CP/M,  Concur- 
rent PC-DOS,  or  MS-DOS  operating  systems  via  any  local  area 
network. 

• Digital  Research  developed  PL/ 1 -80,  a native  code  compiler  upwardly  com- 
patible with  PL/I.  The  company  also  markets  8-  and  16-bit  versions  of  the 
Pascal,  BASIC,  COBOL,  and  FORTRAN  programming  languages  and  the 
CBASIC  Compiler,  CB-80. 
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EXHIBIT 


DIGITAL  RESEARCH  SOFTWARE  PRODUCTS 


PRODUCTS 

DESCRIPTION 

• OPERATING  SYSTEMS 

- CP/M 

Single-User  8-Bit  Operating  System 

- CP/M-86 

16-Bit  Version  of  CP/M 

— Concurrent  CP/M-86 

Single-User,  Multitasking  Operating  System 

— Concurrent  PC-DOS 

Multitasking,  Multi-User  Operating  System 

- CP/NET 

Network  Operating  System 

- DR/NET 

Networking  Software 

- MP/M  II 

Multi-User,  Multitasking  Operating  System 

- MP/M-86 

16-Bit  Version  of  MP/M  II 

- GSX 

Graphics  System  Extension  to  CP/M 

• PROGRAMMING  LANGUAGES 

- CBASIC 

Programming  Language 

- CBASIC-86 

Programming  Language  (16-Bit  Version  of  CBASIC) 

- CB-80 

Programming  Language  (BASIC  Compiler) 

- CB-86 

Programming  Language  (16-Bit  Version  of  CB-80) 

- PL/1-80 

Programming  Language 

- DR  LEVEL  II  COBOL 

Programming  Language 

- PASCAL/MT-i- 

Programming  Language 

- PASCAL/MT-t-86 

Programming  Language  (16-Bit  Version  of 
PASCAL/MT-I-) 

— DR  Logo 

Programming  Language 

— C Language 

Programming  Language 

- DR  FORTRAN-77 

Programming  Language 

• PRODUCTIVITY  TOOLS 

— Display  Manager 

Programming  Tool 

— Access  Manager 

File  Access  Manager 

— DR  Assembler  Plus  Tools 

Programming  Tool 

• GRAPHICS 

- GEM 

Graphics  Environmental  Manager 

— GEM  Desktop 

— GEM  Paint 

— GEM  Draw 

— GEM  Write 

— GEM  Graph 

— GEM  Wordchart 

, 

■ Presentation  Graphics  Software 

- DR  DRAW 

Illustrations  Generator 

- DR  GRAPH 

Graph  Generator  from  Numbers  or  Spreadsheets 

— Presentation  Master 

Bundled  Presentation  Graphics  System  for  Slides 
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Products  are  currently  available  for  Intel  8080,  8085,  and  8086,  Zilog 
Z-80,  and  Motorola  68000  processors,  and  will  be  available  for  the  Intel 
80286  family  of  microprocessors. 

The  languages  run  under  Digital  Research's  CP/M,  CCP/M,  and  MP/M 
operating  systems  and  well  as  MS-DOS  and  PC-DOS,  Concurrent  PC- 
DOS  and  Concurrent  CP/M.  Versions  will  be  available  for  the  UNIX 
operating  system  later  this  year. 

Digital  Research  also  offers  several  programmer  productivity  tools  for 
applications  software  development  as  well  as  utilities  to  enhance, 
maintain,  and  manage  software  running  under  the  various  operating 
systems  the  company  offers.  These  products  are  listed  in  the  exhibit. 

• Digital  Research  has  increased  its  focus  on  its  graphics  software  product 
line.  Available  products  Include  the  following: 

GEM  (Graphics  Environment  Manager),  shipped  in  February  of  1985,  is 
an  operating  system  extension  for  MS-DOS  that  provides  a Macintosh- 
like user  interface.  GEM  features  windows,  icons,  pull-down  menus, 
and  bit-mapped  graphics  capabilities.  GEM  runs  on  IBM  PC  and  PC- 
compatible  computers.  Initially,  a single-tasking  version  was  released, 
and  the  company  plans  on  releasing  a multi-user,  multi-tasking  version 
later  this  year. 

. The  company  has  also  announced  six  GEM  software  applications: 

GEM  Desktop  is  an  interface  that  uses  icons  rather  than 
operating  system  commands. 

GEM  Paint  is  a graphics  design  program  that  allows  users 
to  paint  pictures  on  the  screen  with  a range  of  brush 
sizes. 

GEM  Draw  allows  users  to  create  and  edit  charts  and 
diagrams.  It  includes  a library  of  predesigned  graphics 
and  can  edit  graphics  and  charts  produced  by  GEM  Graph 
and  GEM  Wordchart. 

GEM  Write  is  a word  processing  program  designed  by 
Lifetree  Software,  Inc. 

GEM  Graph  offers  users  varous  chart  templates~pie, 
line,  bar,  and  map. 

GEM  Wordchart  was  designed  to  help  users  produce  text 
charts  and  Includes  a selection  of  templates  for  quota- 
tions, tables,  bullets,  and  outlines. 
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. Digital  Research  will  market  GEM  through  OEMs,  and  the 
applications  through  retail  channels. 

GSX,  introduced  in  1982,  is  the  graphics  system  extension  for  the  CP/M 
and  PC-DOS  families  of  operating  systems. 

. GSX  provides  a standard  interface  between  microcomputers, 
applications  software,  and  graphics  hardware  devices  such  as 
plotters  and  VDTs. 

. Digital  Research  also  markets  DR  Graph  and  DR  Draw,  which 
are  upgrades  to  the  earlier  GSX  graphics  series.  The  GEM 
product  line  is  an  evolution  of  these  products. 

Presentation  Master,  introduced  in  May  1984,  allows  the  user  to  turn 
graphics  into  slides  or  color  prints. 

. Presentation  Master  is  a bundled  graphics  software  package, 
which  includes  DRI's  DR  Draw  and  DR  Graph  programs  and 
Polaroid  Palette  software,  plus  tutorial  diskettes  and  end-user 
support. 

. The  package,  which  runs  on  the  IBM  PC  and  PC/XT,  lists  for 
$1,995. 

• Digital  Research's  hardware  product,  StarLink,  announced  in  May  1984,  trans- 
forms an  IBM  PC  Into  a four  user  system.  It  is  an  add-on  board  for  the  IBM 
PC,  runs  Concurrent  PC-DOS,  and  allows  four  additional  terminals,  personal 
computers,  or  modems  to  run  off  the  main  unit. 

• Recent  agreements/arrangements  announced  by  Digital  Research  include  the 
following; 

Digital  Research  has  formed  a number  of  strategic  relationships  with 
IBM.  Among  the  publicly  announced  activities  is  an  arrangement 
whereby  IBM's  direct  sales  force  will  sell  several  of  Digital  Research's 
system  software  and  language  products,  including  programming  lan- 
guages and  Concurrent  PC-DOS  for  IBM's  3270  and  PC. 

Digital  Research  also  announced  an  agreement  with  Northern  Telecom, 
under  which  Northern  Telecom  will  distribute  its  Displayphones  with 
Digital's  Starlink  through  Northern  Telecom's  distribution  offices 
nationwide.  The  Starlink-Displayphone  package  will  let  Displayphone 
users  connect  to  IBM  PCs  and  PC-compatible  machines  and  share  files, 
software,  and  data  simultaneously. 

The  company  has  an  agreement  with  NEC  to  implement  systems  soft- 
ware on  NEC's  chips. 
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Digital  Research  was  commissioned  by  Motorola  to  implement  Concur- 
rent PC-DOS,  Concurrent  CP/M,  and  standard  programming  languages 
on  Motorola's  68000  family  of  microprocessors. 

The  company  has  a contract  with  Intel  to  port  UNIX  System  V to  the 
80286  chip. 

• In  1982  Digital  Research  initiated  its  Independent  Software  Vendor  (ISV) 
Support  Plan  to  encourage  the  development  of  applications  software  written 
in  Digital  Research  languages  and  running  under  Digital  Research  operating 
systems.  Digital  Research  assists  the  ISVs  with  technical,  marketing,  and 
legal  support. 

• In  1983  Digital  Research  set  up  a CP/M  applications  library  through  which  it 
would  market,  under  its  own  name,  applications  packages  developed  by  other 
vendors. 

The  CP/M  library  was  established  to  provide  CP/M  applications  to  the 
retail  market  and  to  enhance  sales  of  the  CP/M  operating  system. 

As  a consequence  of  the  company's  transition  from  a CP/M-oriented 
company  to  a PC-DOS  and  MS-DOS-oriented  company,  the  CP/M 
library  was  no  longer  deemed  a necessary  part  of  Digital  Research's 
strategy. 

• 

• DRI  has  temporarily  shelved  development  efforts  for  an  interactive  video  disk 
system  because  the  market  for  this  type  of  product  has  not  yet  developed. 

INDUSTRY  MARKETS 

• Digital  Research's  fiscal  1984  revenue  was  derived  approximately  as  follows: 

OEMs  82% 

Retail  distribution  18 

100% 

Digital  Research  management  estimates  that  this  same  breakdown  will 
apply  for  their  fiscal  1985  revenue. 

The  company  is  stepping  away  from  consumer-based  product  lines 
toward  a more  aggressive  position  in  the  OEM  marketplace. 

The  comfxiny  does  not  plan  to  set  up  a direct  sales  force  to  Fortune 
1000  accounts.  Its  direct  sales  force  supports  their  dealers. 
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GEOGRAPHIC  MARKETS 

• Digital  Research's  fiscal  1984  revenue  was  derived  from  the  following 
geographic  markets: 


U.S. 

56% 

Japan 

20 

Europe 

24 

100% 

In  1983,  75%  of  revenue  was  derived  from  the  U.S.  and  25%  from 
foreign  sources. 

• Digital  Research  has  U.S.  regional  sales  offices  in  Palo  Alto,  Los  Angeles, 
Burlington  (MA),  Dallas,  McLean  (VA),  Morristown  (NJ),  and  Schaumberg 
(IL).  Foreign  subsidiaries  are  located  in  Europe  and  Japan. 

• In  1984  the  company  opened  a new  software  development  center  in  Austin 
(TX). 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Digital  Research  has  three  DEC  VAX- 1 1 /780s  installed  at  its  headquarters  for 
research  and  development,  and  one  DEC  VAX-1 1/780  for  business  applica- 
tions. There  are  also  numerous  microcomputers  from  various  manufacturers 
installed. 
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DIGITAL  RESEARCH,  INC. 
P.O.  Box  579 
1 60  Central  Avenue 
Pacific  Grove,  CA  93950 
(408)  649-3896 


Gary  Kildall,  CEO 
John  Rowley,  President 
Private  Corporation 
Total  Employees:  190 
Total  Revenue,  Fiscal  Year  End 
8/31/82:  $14,950,524 


THE  COMPANY 

• Digital  Research  was  founded  in  1976  by  Gary  Kildall  and  Dorothy  McEwen  to 
provide  microcomputer  operating  systems  software.  The  company  has  since 
expanded  its  offerings  to  include  utilities,  programming  languages,  pro- 
grammer productivity  tools,  and  graphics  software  for  microcomputers. 

• Digital  Research  acquired  the  following  companies  during  the  past  two  years: 

In  September  1981  Compiler  Systems  Inc.,  a firm  that  developed  the 
CBASIC®  language,  was  acquired.  The  company  had  10  employees  at 
the  time  of  acquisition  and  annual  revenue  of  $484,000. 

In  September  1982  MT  Microsystems  Inc.,  developer  of  the 
Pascal/MT+^“  language,  was  acquired.  The  company  had  three  em- 
ployees at  the  time  of  acquisition  and  annual  revenue  of  $404,000. 

• Fiscal  1982  revenue  reached  almost  $15  million,  a 170%  increase  over  fiscal 
1981  revenue  of  $5.5  million.  A three-year  revenue  summary  follows: 


DIGITAL  RESEARCH 
THREE-YEAR  REVENUE  SUMMARY 
($  thousands) 


^ YEAR 

8/82 

8/81 

8/80 

ITEM  ■ 

Revenue 

$ 14,951 

$ 5,534 

$2,576 

. Percent  increase 

over  previous  year 

170% 

1 15% 

N/A 

• Digital  Research  management  attributes  the  company's  rapid  growth  to  the 
compatibility  of  its  software  products  with  the  most  widely  used  8-  and  16-bit 
m icroprocessors. 

• Approximately  30%  of  the  company's  total  revenue  each  year  is  spent  for  the 
engineering,  research,  and  development  of  software  products. 
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• Revenue  for  the  six  months  ending  February  28,  1983,  reached  $16.5  million. 
The  company  estimates  fiscal  1983  revenue  will  exceed  $37  million. 

• As  of  August  31,  1982,  Digital  Research  had  approximately  190  employees. 
The  company  currently  has  320  employees  segmented  as  follows: 


Marketing/sales 

60 

Research  and  development 

10 

Customer  support 

40 

General  and  administrative 

210 

320 

• Major  competitors  of  Digital  Research  include  Microsoft  Inc.,  Softech  Micro- 
systems, and  microcomputer  manufacturers  such  as  Apple  Computer  and 
Tandy  Radio  Shack  that  have  developed  their  own  proprietary  systems  soft- 
ware. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Digital  Research's  fiscal  1982  revenue  was  derived 
from  systems  software  products  for  microcomputers. 

It  is  estimated  that  70%  of  1982  revenue  was  derived  from  operating 
systems  software  and  the  remaining  30%  from  languages,  utilities,  and 
productivity  tools. 

Management  estimates  that,  by  the  end  of  1983,  55%  of  revenue  will  be 
derived  from  operating  systems  software,  30%  from  languages,  utili- 
ties, and  productivity  aids,  and  15%  from  graphics  software. 

• A description  of  Digital  Research's  current  software  product  offerings  is 
shown  in  the  exhibit. 

• Digital  Research's  original  product  offering  was  CP/M®,  developed  in  the  mid- 
1970s  by  Gary  Kildall.  It  was  the  first  disk-based,  portable  microcomputer 
operating  system.  The  company's  current  CP/M  family  of  8-bit  and  16-bit 
operating  systems  are  licensed  to  over  1.3  million  users  worldwide. 

Systems  for  single  and  multiple  users  with  single  and  multitasking 
capabilities  and  microcomputer  networks  are  available. 

There  are  currently  over  450  OEMs  offering  8-bit  versions  of  CP/M  for 
Intel  8080-,  8085-,  and  Zilog  Z-80-based  microprocessors. 

There  are  over  100  OEMs  offering  16-bit  versions  for  Intel  8086-,8088-, 
or  Motorola  68000-based  microprocessors. 

Digital  Research  has  also  announced  other  versions  for  Intel's  80286 
and  National  Semiconductor's  NS  1 60 1 6 processors,  with  availability 
scheduled  for  1983. 
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EXHIBIT 

DIGITAL  RESEARCH  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

Productivity  Tools 

Display  Manager 

Programming  tool 

Access  Manager 

Programming  tool 

Utilities 

RMAC 

Macro  assembler 

SID 

Symbolic  instruction  debugger 

ZSID 

Symbolic  instruction  debugger 

SID-86 

16-bit  version  of  SID 

DESPOOL 

Printing  utility 

TEX 

Text  formatter 

BT-80 

Record  retrieval  system 

XLT86 

Assembly  code  translator 

Graphics 

GSX 

Graphics  system  extension  to  CP/M 

GSS-KERNAL 

Subroutine  for  2-D  graphics 

GSS-PLOT 

Subroutine  for  charts,  plots,  and  graphs 

GSS-4010 

Graphics  conversion  tool 

GSS-GRAPH 

Presentation  graphics 

GSS-DRAW 

Complex  layout  graphics 

PRODUCT 

DESCRIPTION 

Operating  Systems 

CP/M 

Single-user  operating  system 

CP/M-86 

16-bit  version  of  CP/M 

CP/M-68K 

16-bit  version  of  CP/M 

Concurrent  CP/M-86 

Single-user,  multitask  operating  system 

CP/NET 

Network  operating  system 

MP/MII 

Multiuser,  multitask  operating  system 

MP/M-86 

16-bit  version  of  MP/MII 

Programming  Languages 

CBASIC 

Programming  language 

CBASIC-86 

16-bit  version  of  CBASIC 

CBASIC-16 

16-bit  version  of  CBASIC  for  the  UNIX  en- 
vironment 

CB-80 

BASIC  compiler 

PL/l-80 

Compiler 

CIS  COBOL 

COBOL  compiler 

LEVEL  II  COBOL 

High  intermediate  level  compiler 

PASCAL/MT+ 

Professional  version  of  Pascal 

PASCAL/MT-i-86 

16-bit  version  of  Pascal/MT+ 

DR  Logo 

Programming  language 

DIGITAL  RESEARCH,  INC. 
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o In  late  1977,  Digital  Research  developed  PL/l-80^“  , a native  code  compiler 
upwardly  compatible  with  PL/I.  The  company  also  markets  8-  and  16-bit 
versions  of  the  Pascal,  BASIC,  and  COBOL  programming  languages  and  the 
CBASIC  Compiler,  CB-80. 

Digital  Research's  programming  language  offerings  were  expanded  by 
the  acquisition  of  MT  Microsystems  Inc.  (Pascal/MT+)  and  Compiler 
Systems,  Inc.  (CBASIC). 

Effective  February  26,  1982,  the  company  entered  into  an  agreement 
with  Micro  Focus  to  market  its  CIS  COBOL^  “'  and  Level  II  COBOL^  “' 
languages  to  complement  the  PL/l-80  compiler  Digital  Research  devel- 
oped internally. 

Products  are  currently  available  for  Intel  8080,  8085,  8086,  8088,  and 
Zilog  Z-80  processors,  with  conversions  underway  for  Motorola  68000 
and  Intel's  ^286  microprocessors. 

The  languages  run  under  Digital  Research's  CP/M,  CCP/M,  and  MP/M 
operating  systems  and  IBM's  PC/DOS.  Versions  for  the  UNIX  operating 
system  will  be  available  in  1983. 

Plans  include  the  development  of  8-bit  and  16-bit  versions  of 
FORTRAN  and  LISP. 

o Digital  Research  also  offers  several  programmer  productivity  tools  for  appli- 
cations software  development  as  well  as  utilities  to  enhance,  maintain,  and 
manage  software  running  under  the  CP/M  family  of  operating  systems.  These 
products  are  listed  in  the  exhibit. 

o In  May  1982  Digital  Research  entered  into  an  agreement  with  Graphic  Soft- 
ware Systems  Inc.  to  cooperatively  develop  graphics  capabilities  for  Digital 
Research  compiler  languages  and  operating  systems.  In  August  1982  Digital 
Research  introduced  GSX^“',  the  graphics  system  extension  for  the  CP/M 
family  of  operating  systems. 

GSX  provides  a standard  interface  between  microcomputers,  applica- 
tions software,  and  graphics  hardware  devices  such  as  plotters  and 
CRTs. 

Digital  Research  also  markets  several  graphics  products  developed  by 
Graphic  Software  Systems,  as  follows: 

. GSS-PLOT^'“' and  GSS-KERNEL^'”‘  graphics  utilities. 

. GSS-GRAPH^'^’,  GSS-DRAW^'“'',  and  GSS-40 10^  “' graphics  appli- 
cations programs. 

The  graphics  software  is  currently  available  for  Intel  8080,  8085,  8086, 
8088,  and  Zilog  Z-80-based  microprocessors  and  will  be  available  for 
the  Motorola  68000  processor  in  late  1983. 
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• Digital  Research  plans  to  develop  operating  systems,  languages,  and  software 
tools  for  a variety  of  1 6-  and  32-bit  microprocessors. 

• In  August  1982  Digital  Research  initiated  its  Independent  Software  Vendor 
(ISV)  Support  Plan  to  encourage  the  development  of  applications  software 
written  in  Digital  Research  languages  and  running  under  Digital  Research 
operating  systems. 

More  than  500  ISVs  have  written  over  2,000  applications  programs 
compatible  with  the  company's  operating  systems. 

Digital  Research  assists  the  ISVs  with  technical,  marketing,  and  legal 
support. 

INDUSTRY  MARKETS 

• Digital  Research's  fiscal  1982  revenue  is  estimated  to  have  been  derived  as 
follows: 


Discrete  manufacturing  (OEMs) 

90% 

Retail  distribution 

7 

Other  (large  volume  end  users) 

_2 

100% 

• Digital  Research  management  estimates  that  60%  of  fiscal  1983  revenue  will 
be  derived  from  OEMs,  35%  from  retail  distribution,  and  5%  from  large- 
volume  end  users. 

GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  Digital  Research's  fiscal  1982  revenue  was  derived 
from  the  U.S. 

The  company  has  expanded  its  marketing  efforts  and  estimates  that 
73%  of  fiscal  1983  revenue  will  be  derived  from  the  U.S.,  17%  from 
Europe,  and  1 0%  from  Japan. 

• Digital  Research  has  U.S.  branch  offices  in  Boston,  Chicago,  Dallas,  Los 
Angeles,  New  York,  and  San  Francisco  and  plans  to  open  an  office  in  Washing- 
ton, D.C.  this  year.  Foreign  offices  are  located  in  England,  France,  Germany, 
and  Japan. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Digital  Research  has  two  DEC  VAX- 1 1 /780s  installed  at  its  headquarters  for 
research  and  development.  There  are  also  numerous  microcomputers  from 
various  manufacturers  installed. 
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COMPANY  HIGHLIGHT 


DIKEWOOD  INDUSTRIES,  INC. 
1009  Bradbury  Drive,  S.E. 
Albuquerque,  NM  87106 
(505)  243-9781 


Dr.  Walter  D.  Wood,  President 
Public  corporation 
Total  employees:  280 

Total  revenues,  fiscal  year 
end  12/31/76:  $4,239,897 


THE  COMPANY 


• The  company  has  been  in  business  since  1956  when  it  was  first  incor- 

porated as  The  Dikewood  Corporation.  In  1973  the  company  took  the 
name  Dikewood  Industries,  Inc.,  although  it  still  does  business  as 
The  Dikewood  Corporation.  Officers  are:  Walter  D.  Wood  (President), 

Robert  J.  Flanagan  (Senior  Vice  President),  L.  Wayne  Davis  (Senior 
Vice  President),  and  Andrew  R.  Durand  (Senior  Vice  President). 

• Since  its  incorporation,  Dikewood  has  performed  highly  specialized 
scientific  studies  and  analyses  (mostly  defense  related),  In  1971 
it  diversified  into  the  area  of  health  care  information  systems  and 
services . 

• Revenues  have  grown  14%  from  $3.7  million  in  fiscal  1975  to  $4.2 
million  in  fiscal  1976.  However,  pretax  earnings  during  the  same 
period  declined  84%  from  $121,820  to  $66,296  as  a result  of  costs 
associated  with  conversion  to  a Burroughs  computer  and  start-up  of 
the  company's  PSRO  (Professional  Standards  Review  Organization) 
system.  Despite  this,  a 1976  investment  tax  credit  resulted  in  net 
earnings  increasing  slightly  from  $86,820  in  1975  to  $87,296  in  1976. 
Earnings  per  share  stayed  constant  at  $0.28  with  an  average  314,000 
shares  outstanding. 

• Fiscal  1977  revenues  are  projected  to  reach  $6.0  million — an  increase 
of  42%  over  fiscal  1976.  However,  unless  Dikewood  is  able  to  offset 
the  recent  loss  of  its  New  Mexico  Medicaid  claims  processing  contract 
($1.2  million  per  year)  its  sales  for  fiscal  1978  will  probably 
stabilize  or  perhaps  decline.  A recently  awarded  DOD  contract  for 
laser  equipment  testing  will  help  offset  Medicaid  revenue  losses. 

• For  the  past  few  years  approximately  60%  of  Dikewood 's  revenues  have 
been  from  its  health  care  information  services.  The  remaining  40% 
have  been  from  its  traditional  scientific  studies. 
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KEY  PRODUCTS  AND  SERVICES 


• Health  Care  Information  Systems.  All  systems  have  been  developed 
and  are  operated  by  Dikewood.  Although  they  have  different  applica- 
tions, they  are  based  on  using  interactive  files  and  on-line  data 
entry  and  inquiry/response  capabilities.  Major  applications  are: 

- Medicaid  Management  Information  Systems  (MMIS).  Dikewood 's  first 
health  care  information  system,  MMIS  is  fully  certified  by  HEW. 

It  was  developed  in  1971  for  the  New  Mexico  Medicaid  Program;  a 
similar  system  was  developed  for  Montana  in  1973.  The  current 
contract  renewal  expires  in  1979.  MMIS  strongest  competitor  is 
Electronic  Data  Systems,  currently  the  largest  MMIS  market  share 
holder . 

- PSRO  Data  Support  Systems.  Development  started  in  late  1974  and 

three  types  of  systems  are  now  available  either  singly  or  in 
combination.  The  types  are:  On-Site/On-line , Mailed  Abstract, 

or  Tape  merge.  Dikewood  now  has  37  PSRO  clients  in  23  states, 
more  than  any  other  contractor.  The  strongest  competitor  is 
Optimum  Systems,  Inc. 

- CHAMPUS  Claims  Processing  System.  Dikewood 's  system  was  developed 
in  1977  to  meet  DOD^s  new  CHAMPUS  policies  and  requirements.  The 
company  has  three  contracts  to  process  claims  from  eight  states 
(Missouri,  Oregon,  Washington,  Alaska,  Idaho,  Montana,  Utah  and 
Wyoming) .* 

- MIS  for  Foundation  Sponsored  Group  Health  Programs.  Developed 
this  year  to  serve  two  Massachusetts  Foundations  for  Medical  Care, 
this  is  the  company's  newest  health  care  system.  It  supports 
claims  processing  and  peer  review,  and  provides  clients  with 
program  management  information — including  actuarial  reporting. 

• Scientific  Studies  and  Analyses.  These  activities  have  been  concen- 
trated in  such  advance  technology  areas  as: 

- Nuclear  Phenomenology 

- Electromagnetic  Pulse  Interaction  and  Phenomenology 

- X-ray  Phenomenology  and  Vulnerability 

- Weapon  System  Analyses 

- Civil  Defense  Systems 


INDUSTRY  MARKETS  For  Fiscal  1977  Dikewood ' s primary  sources  of  revenue  are 
its  CHAMPUS  and  Medicaid  contracts.  Its  approximate  mix  of  government  and 
commercial  business  is  shown  below: 

★ 

In  November  1977,  the  CHAMPUS  administration  in  Denver  issued  an  RFP  for  the 
contracts  in  seven  of  the  eight  states  Dikewood  is  now  processing.  The 
RFP  is  due  December  7,  1977. 
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Government 
State  and  Local  30 
Federal  55 

Other  (PSROs  and  MIS  clients) 


85% 

15% 

100% 


GEOGRAPHIC  MARKETS 


• Dikewood  has  not  targeted  its  marketing  activities  to  any  particular 

geographic  area  as  indicated  by  the  following  approximate  geographical 
distribution  of  its  business: 


Mountain 

40% 

Pacific  Coast 

35 

Northeast 

20 

Midwest 

5 

100% 

• Branch  offices  are  located  in  Great  Falls,  Montana;  New  York  City 
and  Rome,  New  York;  Los  Angeles,  California;  Seattle,  Washington; 
and  Kirtland  AFB,  Albuquerque,  New  Mexico. 


COMPUTER  HARDWARE  AND  SOFTWARE 

• Dikewood 's  software  is  primarily  written  in  FORTRAN  IV. 

• Dikewood  presently  uses  the  following  hardware: 


- Mainframes:  1 

1 

Communications  processors:  29 

Disk  drives : 7 

18 

Tape  drives:  3 

3 

Line  printers:  1 

2 

Terminals:  170 

29 

1 


Burroughs  Dual  B6738  with  MCP 

Xerox  Sigma  9/3  with  RBM 

Data  General  Nova  2/10 

Xerox  7277 

Burroughs  B9486-4 

Xerox  7316 

Burroughs  B9394-2 

Xerox  7440 

Burroughs  B9247-14 

ADDS  880/980 

Teletype  ASR  33 

Teletype  KSR  35 


• In  fiscal  1977,  Dikewood  will  complete  its  conversion  from  Xerox  to 
Burroughs  equipment . 
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COMPANY  BRIEF 


Primary  Industry-Specific  Market;  Other  (Non-Profit  Organizations) 


DirecTech,  Inc. 

I 1 600  Nebel  Street 
Rockville,  MD  20852 
(301)  881-0664 

CEO;  Thomas  Martin,  President 
Private  Company 
Founded;  1977 

Employees;  24  (I  I /86),  30  (6/85) 
Revenue  (FYE  6/30/86);  $1  million* 


The  Company;  DirecTech  provides  processing  services  and  application  software  for 
direct  mail  marketing  applications  to  charitable  and  political 
organizations  across  the  U.S. 

Sources  of  Revenue; 

Processing  Services  (93%) 

Application  Software  Products  (5%) 

Professional  Services  (1%) 

Turnkey  Systems  (1%) 

Key  Products; 

Processing  Services  and  Application  Software  Products  (Utilizes  IBM  System  38 
and  Data  General  computers) 

• Direct  mail  marketing  applications  for  charitable  and  political  organizations 

Target  industries; 

Charitable  organizations  (85%) 

Political  organizations  (15%) 

Geographic  Markets; 

- U.S.  (100%) 

Sales  Office;  Rockville  (MD) 

Other; 

The  company  no  longer  actively  markets  turnkey  systems 


*Company  estimate 
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COMPANY  PROFILE 


DISTRIBUTION  MANAGEMENT, 
SYSTEMS  INC. 

81  Hartwell  Avenue 
Lexington,  MA  02173 
(617)  863-5000 


John  B.  Landry,  III,  CEO 
Robert  K.  Weiler,  President 
Private  Corporation 
Total  Employees;  100 
Total  Revenue,  Fiscal  Year  End 
9/30/86:  $13,000,000 


THE  COMPANY 

• Distribution  Management  Systems,  Inc.  (DMS),  founded  in  1976,  was  one  of  the 
first  software  vendors  to  develop  distribution  software  tailored  for  individual 
corporate  needs.  Today,  DMS  develops,  markets,  implements,  and  supports 
distribution  and  warehouse  management  application  software  packages  and 
has  systems  installed  in  major  corporations  worldwide. 

• DMS  management  estimates  fiscal  1986  revenue  reached  $13  million,  an 
increase  of  44%  over  fiscal  1985  revenue  of  $9  million.  A four-year  revenue 
summary  follows: 


DISTRIBUTION  MANAGEMENT  SYSTEMS,  INC. 
FOUR-YEAR  REVENUE  SUMMARY 
($  millions) 


■ — -....^^^^FISCAL  YEAR 

ITEM 

9/86 

9/85 

9/84 

9/83 

Revenue 

. Percent  increase 
(decrease)  from 

$13.0 

$9.0 

$6.0 

$7.2 

previous  year 

44% 

50% 

(17%) 

N/A 

In  February  1987  Cullinet  Software,  Inc.  announced  its  intent  to  acquire  DMS 
for  more  than  1.6  million  new  shares  of  Cullinet  stock,  worth  approximately 
$18  million.  The  deal  is  expected  to  be  final  by  May  1987. 


• Competitors  of  DMS  software  products  include  American  Software,  Inc., 
Management  Science  America,  GSl  Transcomm,  and  Rand  Information 
Systems. 

KEY  PRODUCTS  AND  SERVICES 

• DMS  derives  all  of  its  revenue  from  application  software  products  and  associ- 
ated services  for  distribution  and  management  functions  required  by  medium 
and  large  multi-location  companies. 
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DMS  offers  a family  of  products  called  IMPACT.  Specific  applications  include 
the  following: 

IMPACT/Order  Management  supports  all  phases  of  order  processing 
from  the  time  an  order  is  entered  through  picking,  inventory  confirma- 
tion, replenishment,  and  invoicing.  The  system  operates  in  centralized 
or  distributed  processing  environments  and  can  handle  multiple 
distribution  centers. 

. IMPACT/Order  Management  runs  on  the  DEC  VAX  family  of 
computers  (MicroVAX  II  to  8800)  and  the  IBM  4300  and  30XX 
series. 

. There  are  currently  121  DEC-based  systems  and  7 IBM-based 
systems  installed. 

IMPACT/Warehouse  Management  controls  all  phases  of  warehousing 
from  receiving  to  putaway,  replenishment,  picking,  transportation 
scheduling,  and  shipping.  An  Expert  Locator  automatically  assigns 
putaway  locations  and  selectively  cross  docks  where  necessary.  The 
system  tracks  inventory  by  lot  or  serial  number,  expiration  date, 
temperature,  size,  or  other  criteria.  Picking  and  shipping  documents 
are  automatically  generated. 

. IMPACT/Warehouse  Management  runs  on  the  DEC  VAX  family 
of  computers  (MicroVAX  II  to  8800). 

. There  are  currently  35  systems  installed. 

IMPACT/Distribution  Center  Management  supports  finished  goods 
inventory  control  and  distribution.  IMPACT/DCM  allows  real-time 
access  to  the  current  status  of  customer  orders,  replenishment  orders, 
inventory  levels,  warehouse  zones  and  locations,  and  customer  credit. 
The  majority  of  functions  are  performed  on-line  and  reporting  capabili- 
ties are  included  for  audit,  operations  support,  and  management 
analysis. 

. The  major  functional  areas  offered  as  part  of  the  standard 

package  include  Order  Processing,  Customer  Billing,  Picking  and 
Shipping,  Inventory  and  Location  Management,  Finished  Goods 
Inventory  Replenishment,  Receiving  and  Putaway,  Requirements 
Planning,  Physical  Inventory  Support,  and  Productivity 
Analysis.  Credit  Management  is  optional. 

. IMPACT/DCM  runs  on  the  DEC  VAX  family  of  computers 
(MicroVAX  II  to  8800),  the  IBM  System/88,  and  the  Stratus/32 
family. 

. There  are  currently  seven  systems  installed. 
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IMPACT/Sales  Forecasting  enables  managers  to  establish  reliable 
forecasts  based  on  historical  demand.  IMPACT/SF  is  designed  to 
interface  with  any  standard  order  processing  system  to  make  use  of 
existing  demand  history  to  forecast  future  demand.  All  forecasts  are 
adjustable  to  reflect  company  changing  business  conditions. 

. IMPACT/SF  runs  on  the  IBM  43XX  and  30XX  series. 

. Introduced  in  June  1986,  there  are  currently  no  installations. 

IMPACT/Distribution  Resource  Planning  provides  current  data  for 
decisionmaking  on  warehouse  expansion  or  consolidation,  production 
master  schedules,  timing  of  orders  to  distribution  centers,  inventory 
distribution,  budgeting,  or  marketing  promotions.  The  system 
recommends  replenishment  and  safety  stock  quantities  for  optimal 
Inventory  management.  Unique  distribution  networks  may  be  defined 
for  every  Item.  The  system  allows  simulation  of  anticipated  changes  in 
distribution  networks,  products,  prices,  or  sales. 

. IMPACT/DRP  runs  on  IBM  43XX  and  30XX  series  computers. 

. There  are  currently  four  systems  Installed. 

IMPACT/Application  Expert  is  a symbol-oriented,  rules-based  fifth 
generation  application  development  system.  It  is  designed  to  produce 
business  applications  as  standalone  systems  or  as  expert  components  of 
larger  applications.  IMPACT/AE's  Expert  Rules  Language  supports 
SQL,  CICS,  and  RMS  allowing  access  to  and  update  of  external  data 
files  and  data  bases. 

. Applications  built  with  IMPACT/Application  Expert  that  are 
specifically  targeted  for  order  entry  and  distribution  operations 
include  the  following: 

OrderEXL  incorporates  expert  systems  and  technology  to 
support  proactive  remote  order  entry  and  inquiry  from 
customer  Icoations.  Customers  use  a terminal  or  PC  for 
direct  access  to  product  catalogs.  Customers  can  change 
or  confirm  orders,  access  catalog  descriptions  and 
inventory  status,  and  review  shipment  history. 

SalesEXL  uses  expert  systems  to  prompt  phone  order 
takers  with  current,  customer-specific  pricing  and 
promotions  to  recommend  potential  quantity  and  contract 
pricing  breaks,  complementary  products,  and 
substitutions. 

VoiceEXL  uses  DECtalk  voice  response  technology  to 
allow  any  Touch  Tone  phone  to  act  as  a computer 
terminal.  VoiceEXL  incorporates  expert  system  features 


3 of  4 

March  1987 


©1987  by  INPUT.  Reproduction  Prohibited. 


INPUT 


DISTRIBUTION  MANAGEMENT  SYSTEMS,  INC. 


to  process  phone-in  orders,  catalog  inquiries,  and  order 
status.  Interactive,  expert  driven  voice  response 
captures  all  necessary  customer  order  information. 

IMPACT/Application  Expert  runs  on  the  IBM  370,  43XX,  and 
30XX  series  and  the  DEC  VAX  series  of  computers. 

Introduced  in  September  1986,  there  are  currently  no  systems 
installed. 


• Operating  support,  maintenance,  and  implementation  services  are  provided  by 
DMS.  Customization  can  be  provided  by  DMS  or  can  be  done  by  the  customer. 

INDUSTRY  MARKETS 

• DMS  derives  its  revenue  from  various  industries.  DMS  products  are  installed 
in  the  automotive  aftermarket,  pharmaceutical,  manufacturing,  electronics, 
utility,  chemical,  consumer  product,  and  food  industries. 

• Its  products  are  designed  for  medium  and  large  multi-location  companies. 
DMS'  primary  target  market  is  Fortune  500  companies. 

GEOGRAPHIC  MARKETS 

• DMS'  fiscal  1986  revenue  was  derived  approximately  as  follows; 


U.S. 

92% 

International 

_8 

100% 

• 

DMS'  international 

business  is  generated  primarily  by  international 

subsidiaries  of  U.S.  companies. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• DMS  has  the  following  computers  installed: 

3 DEC  VAX  1 1 /780s,  VMS. 

1 IBM  System  88. 
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COMPANY  PROFILE 


DISTRIBUTION  MANAGEMENT  SYSTEMS, 
INC. 

81  Hartwell  Avenue 
Lexington,  MA  02173 
(617) 863-5000 


John  B.  Landry,  111,  CEO 
Robert  K.  Weiler,  President 
Private  Corporation 
Total  Employees:  100 
Total  Revenue,  Fiscal  Year  End 
9/30/85:  $9,000,000 


THE  COMPANY 

• Distribution  Management  Systems,  Inc.  (DMS)  was  founded  in  1976  to  provide 
customized  turnkey  distribution  and  warehouse  management  systems  to 
Fortune  1000  companies  that  manufacture,  inventory,  and  distribute  finished 
goods.  Today  DMS  primarily  markets  and  installs  packaged  software  for 
distribution  resource  planning  (DRP),  distribution  management,  warehouse 
management,  and  distribution  accounting  applications  to  Fortune  2000 
companies  in  the  manufacturing,  distribution,  retailing,  and  utility  industries. 

• DMS  management  estimates  fiscal  1985  revenue  reached  $9  million,  an 
increase  of  50%  over  fiscal  1984  revenue  of  $6  million.  Fiscal  1984  revenue 
decreased  17%  from  fiscal  1983  revenue  of  $7.2  million. 

• Competition  for  DMS  software  products  stems  from  American  Software  Inc.; 
Management  Science  America;  Transcomm  Data  Systems,  a subsidiary  of  GSl- 
USA;  Xerox  Computer  Services  (formerly  Praxa  Corporation);  and  Rand 
Information  Systems. 

KEY  PRODUCTS  AND  SERVICES 

• DMS  markets  applications  software  packages  for  distribution  and  warehouse 
management  functions  required  by  medium  and  large  multi-location 
companies. 

The  DMS- 1000  Distribution  System  supports  all  phases  of  finished  goods 
inventory  control  and  distribution  for  medium  and  large  companies. 
The  system  handles  order  processing,  inventory  management,  sales 
analysis,  accounts  receivable,  and  finished  goods  inventory  replenish- 
ment. The  majority  of  functions  are  performed  on-line  and  a variety  of 
reports  for  audit,  operations  support,  and  management  analysis  are 
provided. 

. DMS- 1000  is  an  integrated  modular  software  package  that  can 
operate  in  either  distributed  or  centralized  mode.  The  system 
can  be  integrated  and  interfaced  to  the  DMS- 1500  Warehouse 
Management  System  and  the  DMS- 1800  Distribution  Resource 
Planning  System. 
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. DMS-IOOO  runs  on  the  DEC-VAX  family  of  computers  (Micro 
VAX  II  to  8600)  and  the  IBM  4300  and  30XX  series._  DMS-IOOO 
ranges  in  price  from  $75,000  to  $185,000  for  the  DEC  environ- 
ment and  from  $170,000  to  $209,000  for  the  IBM  environment. 
Separately  priced  modules  are  available  for  accounts  receivable 
and  physical  inventory  support. 

. Operating  support,  maintenance,  and  implementation  services 
are  provided  by  DMS.  Customization  can  be  provided  by  DMS  or 
can  be  done  by  the  customer. 

. There  are  currently  121  DEC-based  systems  and  three  IBM- 
based  systems  installed. 

DMS- 1500  Warehouse  Management  System  provides  information 
processing  to  support  warehouse  operations.  This  interactive  software 
system  is  designed  to  handle  inventory  management;  random  location 
assignment  and  control;  order  processing;  pick  planning,  picking,  and 
shipping;  finished  goods  inventory  replenishment;  primary  pick 
replenishment;  and  receiving  and  put-away. 

. Productivity  Analysis  is  available  as  an  option.  The  system  uses 
a Random  Stock  Locator  to  optimize  the  use  of  warehouse 
space.  The  system  also  handles  lot,  serial  number  control,  and 
expiration  dates. 

. DMS- 1 500  can  also  be  designed  to  interact  with  automated 
materials  handling  equipment  as  well  as  bar  code  readers  and 
hand-held  terminals.  Customization  can  be  provided  by  DMS  or 
done  by  the  customer.  The  system  can  be  integrated  and  inter- 
faced to  the  DMS-IOOO  Distribution  System  and  the  DMS- 1800 
Distribution  Resource  Planning  System. 

. DMS- 1 500  runs  on  DEC  VAX  equipment  (Micro  VAX  11  to  8600) 
and  costs  between  $85,000  and  $1 10,000. 

. There  are  currently  30  installations. 

The  DMS- 1800  Distribution  Resource  Planning  (DRP)  system  was 
introduced  in  October  1983.  The  system  offers  both  on-line  inquiry  and 
transaction  entry  capabilities,  as  well  as  batch-processed  reports  that 
can  be  company  customized. 

. DMS-I800's  three  modules  are:  Sales  Forecasting,  Inventory 

Management,  and  Distribution  Requirements  Planning.  The 
system  provides  a variety  of  reports  designed  to  improve 
demand  forecasting,  purchasing,  production  planning,  finished 
goods  inventory  management,  and  transportation  scheduling 
operations. 


2 of  4 

September  I 985 


©1985  by  INPUT.  Reproduction  Prohibited. 


INPUT 


DISTRIBUTION  MANAGEMENT  SYSTEMS,  INC. 


. Written  in  ANSl-COBOL,  DMS-1800  is  designed  to  run  on  the 
IBM  4300  and  30XX  series  computers.  The  system  ranges  in 
price  from  $42,000  to  $195,000. 

. There  ore  currently  three  installations  of  the  system. 

Introduced  in  October  1984,  the  DMS-2500  Distribution  System  is  an 
interactive  software  package  that  supports  all  phases  of  finished  goods 
inventory  control  and  distribution.  DMS-2500  is  modular  in  structure 
and  fully  integrated.  It  consists  of  baseline  applications  that  meet  at 
least  80%  of  the  normal  distribution  requirements  of  most  companies, 
and  optional  applications  to  meet  specific  management  reporting  and 
financial  control  needs. 

. Base  modules  include  order  processing  (including  on-line  and 
batch  order  entry  from  a host  computer  or  other  remote 
devices);  pick  planning,  picking,  and  shipping;  inventory 
management;  random  location  assignment  and  control;  receiving 
and  put-away;  finished  goods  inventory  replenishment;  primary 
pick  replenishment;  and  invoicing.  Optional  modules  include 
physical  inventory  support,  requirements  planning,  productivity 
analysis,  and  accounts  receivable. 

. DMS-2500  can  be  designed  specifically  for  use  in  international 

operations,  offering  currency  conversion,  multilingual  document 
generation,  custom/duty  documentation,  and  accounting. 
Customization  is  available  through  DMS  or  done  by  the 
customer. 

. DMS-2500  is  available  on  the  DEC  VAX  family  of  computers. 

The  system  ranges  in  price  from  $195,000  to  $245,000. 

. Currently  there  are  four  installations. 

The  DMS- 1 700  Accounting  System  is  no  longer  actively  marketed. 
DMS  continues  to  support  the  product. 

• DMS  plans  to  introduce  an  IBM  System  88  version  of  DMS-2500  in  January 
1986  and  of  DMS- 1 500  in  February  1986. 

INDUSTRY  MARKETS 

• DMS's  revenue  is  derived  from  manufacturers  and  distributors  of  finished 
goods.  Its  products  are  designed  for  the  Fortune  2000  companies.  DMS's 
primary  target  market  is  the  Fortune  500  companies. 
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GEOGRAPHIC  MARKETS 

• DMS's  fiscal  1985  revenue  was  derived  approximately  as  follows: 

U.S.  92% 

International  8 

100% 

• DMS's  international  business  is  generated  primarily  by  international  subsidi- 
aries of  U.S.  companies. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• DMS  has  the  following  computers  installed: 

3 DEC  VAX  1 1 /780s,  VMS. 

1 IBM  System  88. 
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COMPANY  HIGHLIGHT 


DISTRIBUTION  MANAGEMENT  SYSTEMS, 
INC. 

81  Hartwell  Avenue 
Lexington,  MA  02173 
(617)  863-5000 


James  E.  Grinnell,  President  and  CEO 
Private  Corporation 
Total  Employees;  85 
Total  Revenue,  Fiscal  Year  End 
9/30/83:  $7,200,000 


THE  COMPANY 

• Distribution  Management  Systems,  Inc.  (DMS),  was  founded  In  1976  to  provide 
customized  turnkey  distribution  and  warehouse  management  systems  to 
Fortune  1000  companies  that  manufacture,  inventory,  and  distribute  finished 
goods.  Today  DMS  primarily  markets  and  installs  packaged  software  for 
distribution  resource  planning  (DRP),  distribution  management,  warehouse 
management,  and  distribution  accounting  applications.  It  now  also  markets  its 
products  to  Fortune  2000  companies  in  the  manufacturing,  distribution,  re- 
tailing, and  utility  industries. 

• Competition  for  DMS  software  products  stems  from  American  Software  Inc.; 
Transcomm  Data  Systems,  a subsidiary  of  GSI-USA;  Praxa  Corporation,  a 
subsidiary  of  Xerox;  and  Rand  Information  Systems. 

KEY  PRODUCTS  AND  SERVICES 

• DMS  markets  four  packaged  software  products  for  distribution  and  warehouse 
management  functions  required  by  medium  and  large  multilocation  companies. 

DMS- 1 000  Distribution  System  is  composed  of  three  application 
modules  that  provide  for  order  processing  (including  on-line  and  batch 
order  entry  from  a host  computer  or  other  remote  devices).  Inventory 
management,  and  invoicing. 

. Additional  applications  can  be  added  to  the  standard  DMS- 1 000 
package.  These  include;  physical  inventory  support,  require- 
ments planning,  finished  goods  inventory  replenishment,  and 
accounts  receivable. 

. There  are  approximately  100  installations  of  the  interactive 
software  that  runs  in  a DEC-VAX  environment. 

. DMS- 1 000  is  written  in  COBOL  and  ranges  in  price  between 
$145,000  and  $200,000. 

The  DMS-1500  Warehouse  Management  System  contains  four  modules, 
which  support  warehousing  operations. 
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. Included  in  the  package  are:  order  processing,  picking  and 

shipping,  inventory  control,  and  receiving/put-away.  DMS-1500 
can  interface  to  centralized  order  processing  and  billing  systems 
and  can  serve  as  an  adjunct  to  the  DMS-IOOO  system. 

Productivity  analysis  is  an  optional  module  that  can  be 
added  to  the  interactive  DMS-1500  system. 

. DMS-1500  runs  on  DEC-VAX  equipment  and  is  written  in 

COBOL.  It  is  installed  at  25  sites  and  costs  between  $85,000 
and  $ 1 1 0,000. 

The  DMS-1700  Accounting  System  is  designed  for  central  or  remote 
locations.  Financial  data  can  be  controlled  using  the  integrated 
package  consisting  of  general  ledger,  budgeting,  purchasing,  and 
accounts  payable. 

. DMS-1700,  for  DEC-VAX  systems,  is  priced  between  $15,000 

and  $70,000  and  runs  at  two  locations. 

The  DMS-1800  Distribution  Resource  Planning  (DRP)  System  is  DMS' 
most  recent  software  package,  introduced  in  October  1983. 

. Written  in  ANSI-COBOL,  the  DMS-1800  is  designed  to  run  on 
IBM  4300  and  30XX  series  computers  and  to  use  data  on 
customer  orders  and  warehouse  inventory  levels  provided  by 
DMS-IOOO  or  DMS-1500. 

. DMS-I800's  three  modules  are:  Sales  Forecasting,  Inventory 

Management,  and  Distribution  Requirements  Planning.  The 
system  provides  a variety  of  reports  designed  to  improve 
demand  forecasting,  purchasing,  production  planning,  finished 
goods  inventory  management,  and  transportation  scheduling 
operations. 

. The  system  offers  both  on-line  inquiry  and  transaction  entry 
capabilities  as  well  as  batch-processed  reports  that  can  be 
company  customized. 

. The  complete  DMS-1800  system  (with  on-line  capability)  is 
priced  at  $182,000.  The  Forecasting  module  can  be  purchased 
separately  at  $67,000  for  batch  or  $75,000  for  batch  and  on-line 
capability.  The  $trategy.  Planning,  and  Execution  modules  can 
be  purchased  as  a combination  package  for  $1 15,000. 

. There  are  three  installations  of  DMS-1800  thus  far. 
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INDUSTRY  MARKETS 

• Approximately  75%  of  DMS'  business  stems  from  manufacturers.  With  the 
availability  of  its  DMS- 1 800  DRP  package,  DMS  will  target  both  distributors, 
as  well  as  manufacturers  of  finished  goods.  Its  products  are  designed  for 
companies  with  over  $50  million  in  annual  sales. 

• The  remaining  25%  of  DMS'  revenue  comes  from  distributors,  retailers,  and 
utilities,  which  must  control  repair  parts  Inventories. 

GEOGRAPHIC  MARKETS 

U.S.  92% 

International  8% 

100% 

• DMS'  international  business  is  generated  primarily  by  international  subsidi- 
aries of  U.S.  companies. 

COMPUTER  HARDWARE  AND  SOFTWARE 

3 DEC  VAX  1 1 /780s,  VMS. 

I DEC  PDP/I  I,  RXI  IN. 
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COMPANY  HIGHLIGHT 


DISTRIBUTION  MANAGEMENT 
SYSTEMS,  INC. 

1 1 DeAngelo  Drive 
Bedford,  M A 01730 
(617)  275-2000 


Cornelius  Peterson,  President 
Private  Corporation 
Total  Employees:  I I I 
Total  Revenues,  Fiscal  Year  End 


9/30/80:  $5,500,000 


PRINCIPAL  BUSINESS  Distribution  Management  Systems,  Inc.  (DMS)  was  estab- 
lished in  1976  to  provide  customized  turnkey  systems  for  the  consumer  products  and 
industrial  service  parts  industries. 


ACQUISITION  ACTIVITY 

In  June  1980,  DMS  acquired  Construction  Data  Systems,  Inc.  (CDS)  located  in 
Acton,  MA.  CDS  provides  turnkey  systems  to  the  construction  industry  and 
had  revenues  of  $600,000  for  its  fiscal  year  end  1980. 

SOURCE  OF  REVENUE 

100%  Turnkey  systems. 

PRODUCTS  AND  SERVICES 

Turnkey  systems  (see  exhibit). 

Systems  software  products  offered  on  the  company's  turnkey  systems  include; 

. DEC  RSX-I  I M operating  system  and  communications  software. 

. DATAFLOW,  the  DMS  communications  system. 

. ENHANCE,  the  DMS  run  time  processor  and  performance  improvement 
software. 

. ENVISION,  the  DMS  data  base  management  system. 

. ORACLE,  the  DMS  on-line  report  generation  and  inquiry  software. 

. SUPPORT,  the  DMS  software  maintenance  and  programming  aid. 

. ENVISION,  SUPPORT  and  ORACLE  are  optional  products. 

DMS  now  offers  a multinational  capability  for  all  its  turnkey  products. 
Included  are; 


FINANCIALS 


Total  revenues 


9/80  9/79  9/78 

($  thousands) 

$5,500  $4,300  $3,300 


Management  projects  FYE  1981  revenues  of  $14  million  due  to  expecta- 
tions of  orders  from  existing  customers  for  additional  turnkey  systems. 
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EXHIBIT 

PRODUCTS 

DISTRIBUTION  MANAGEMENT  SYSTEMS,  INC. 


TURNKEY  SYSTEM 
PRODUCTS 

DESCRIPTION 

PRICE 

NUMBER 

INSTALLED 

CPU  REQUIREMENTS* 

DMS-1000 

DISTRIBUTION  MANAGE- 
MENT; order  processing, 
inventory  management, 
invoicing  and  accounts 
receivable,  management 
information. 

$500,000- 
$2  million 

100 

DEC  PDP-11,  VAX- 
1 1 /780 

DMS-1000/SP 

SERVICE  PARTS  DISTRI- 
BUTION; offers  same  day 
nationwide  emergency  parts 
order  shipment. 

$500,000- 
$2  million 

8 

DEC  PDP-11 

DMS-1500 

WAREHOUSE  CONTROL: 
order  processing,  inventory 
location  and  control,  receiv- 
ing, personnel  performance, 
invoicing  and  accounts 
receivable. 

$50,000-$250,000 

14 

DEC  PDP-11,  VAX- 
1 1 /780 

CDS-11M 

ELECTRICAL  AND  ME- 
CHANICALCONTRAC- 
TING AND  CONSTRUC- 
TION; billing,  accounting, 
asset  management,  estima- 
ting, job  cost  control. 

$50,000-$1 00,000 

12 

DEC  PDP- 11/34 

*ALL  SYSTEMS  RUN  ON  DEC  RSX-11M  OPERATING  SYSTEM 
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. Multinational  currency. 

. Multinational  languages. 

. Common  paperwork. 

In  January  1981,  CDS  began  offering  processing  services  to  the  construction 
and  other  industries  in  the  metropolitan  Boston  area. 


The  majority  of  DMS  revenues  are  derived  from  the  Fortune  1000  consumer 
products  and  industrial  service  parts  industries.  Only  a small  percentage  of 
FY  I960  revenues  came  from  the  construction  industry. 


INDUSTRY  MARKETS 


GEOGRAPHIC  MARKETS 


United  States 
International 
(12  countries) 


80% 

20% 


COMPUTER  HARDWARE 


9 DEC  PDP-I  Is. 

2 DEC  VAX- 1 1 /780s. 
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COMPANY  HIGHLIGHT 


DISTRIBUTION  MANAGEMENT  SYSTEMS  Cornelius  Peterson,  President 
1 1 DeAngelo  Drive  Private  corporation 

Bedford,  MA  01730  Total  employees:  73 

(617)  275-2000  Total  revenues,  fiscal  year  end 

9/30/78:  $3,300,000 


THE  COMPANY 

• Distribution  Management  Systems  (DMS)  was  started  in  1977  by  Cornelius 
Peterson  with  the  acquisition  of  Codon  Corporation  (originally  founded  in 
1969).  Both  Codon  and  DMS  offer  customized  turnkey  distributed  processing 
systems.  DMS's  DEC-based  distribution  and  warehouse  control  system  now  has 
70  installations  at  20  companies  and  eleven  countries. 

• Management  expects  fiscal  1979  revenues  to  reach  $6  million,  an  82%  increase 
over  the  $3.3  million  revenues  in  fiscal  1978.  A total  of  75  systems  are 
expected  to  be  installed  by  fiscal  year  end  1978. 


KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  DMS  revenues  are  derived  from  the  sale  of  its  two 
minicomputer-based  custom  turnkey  systems  for  distribution  and  warehouse 
control:  DMS- 1 000  and  DMS- 1 500.  Both  of  the  systems  are  based  on  Digital 
Equipment  Corporation  minicomputers,  from  the  PDP-8  and  PDP-I  1 family  of 
CPUs  up  to  the  newest  DEC  processor,  the  VAX- 1 1/780. 

The  DMS- 1 000  is  a distribution  management  system. 

The  DMS- 1 500  is  a warehouse  control  system. 

• The  systems  are  distributed  processing  systems,  with  the  data  base  (product 
files,  customer  files,  etc.)  at  the  end  user  locations  or  at  a central  site. 

• The  DMS- 1 000  offers  distribution  management  and  is  currently  installed  at  70 
sites.  The  hardware  includes  a Digital  Equipment  Corporation  minicomputer 
connected  to  the  corporate  host  processor  via  a communications  network,  on- 
line disk  storage  units,  modems,  video  and  hardcopy  terminals,  and  printers. 

The  proprietary  applications  software  offers: 

. Order  processing  (DMS-2400) 

. Inventory  management  (DMS-24 10) 

. Locator  system 

. Invoicing  and  accounts  receivable  (DMS-2420  and  DMS-2430) 

. Management  information  (DMS-2440) 
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The  systems  software  includes: 

. DEC  RSX-I  IM  operating  system  and  communications  software 
. ENHANCE,  the  DMS-1250  run  time  processor  and  performance 
improvement  software 

. ENVISION,  the  DMS-I2I0  data  base  management  system 
. DATAFLOW,  the  DMS-I2I0  communications  system 

. SUPPORT,  the  DMS-1230  software  maintenance  and  program- 

ming aid 

. ORACLE,  the  DMS-1240  on-line  report  generation  and  inquiry 
software 

. ENVISION,  SUPPORT,  and  ORACLE  are  optional  products 

• Order  processing  provides  the  following  applications: 

Price  inquiry 

Product  availability  inquiry 
Order  entry 
. Credit  checking 

. Manual  price  override 

Future/back  order  release 
Credit  hold  release 
Shipping  verification 
Customer  verification 
Order  inquiry 
Order  change 
File  maintenance 

• Inventory  management  provides  the  following  applications: 

Reorder  release 
Finished  goods  receiving 
. Factory 

. Vendor 

. Inter-warehouse 

Product  inquiry 

Miscellaneous  stock  transactions 
. Physical  inventory  adjustments 

. Other  adjustments 

File  maintenance 
Stock  status  accounting 

• invoicing  and  accounts  receiving  offers  the  following  applications: 

Pricing  and  taxing 
Invoicing 

Accounts  receivable  posting 
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Credit  inquiry 
File  maintenance 

• Management  information,  report  writer  software,  offers  these  user-program- 
mable inquiries/reports: 

Sales  analysis  by  customer 
Sales  analysis  by  product 
Sales  analysis  by  salesperson 

• RSX-I  IM  with  DMS  ENHANCE  is  a multiprogramming  operating  system  tuned 
to  distribution  applications.  It  provides: 

Physical  and  logical  device  handlers  for  printers,  magnetic  tapes,  disks, 
and  multiple  video  terminals 

Direct,  sequential,  and  index  sequential  disk  access  methods 
Error  handling 
File  management 
Transaction  logging 

Hardcopy  output  spooling  by  document  and  form  number. 

• ENVISION  is  a data  base  management  system  for  minicomputers.  It  provides: 

Data  definition  subsystems 
Generalized  file  inquiry  and  print  utilities 
Report  generator 

Edited  data  entry  screen  format  generator 
Audit  trail 

Privileged  mode  protection 

• DATAFLOW  is  a bisync/async  communications  system.  Functions  include: 

EBCDIC  data  format  and  line  protocol  compatible  with  IBM  2780  type 
terminals 

Automatic  dialing  control  and  ASCII  code  communications  over 

telephone  or  TWX  networks 

Automatic  daily  transmission  of  selected  files 

Remote  file  maintenance 

Remote  program  transmission  and  update  of  all  DMS- 1 000  programs 

• SUPPORT  is  a programming  support  system  for  on-line  business  data 
processing  applications. 
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• The  DMS-1500  offers  warehouse  control.  The  hardware  includes  a central 
DMS-1500  processor  with  a communications  link  to  the  corporate  host 
processor,  on-line  disk  storage,  local  or  remote  CRT  and  hardcopy  terminals, 
and  remote  printers. 

The  system  software  consists  of: 

. DEC  RSX-I  IM  operating  system  and  communications  software 
. ENHANCE,  the  DMS-1250  run  time  processor  and  performance 
improvement  software 

. ENVISION,  the  DMS-I2I0  data  base  management  system 
. SUPPORT,  the  DMS  1230  software  maintenance  and  program- 
ming aid 

. ORACLE,  the  DMS- 1 240  on-line  report  generation  and  inquiry 
software 

. ENVISION,  SUPPORT,  and  ORACLE  are  optional  products 
The  applications  software  consists  of: 

. Order  processing  (DMS- 1501) 

. Local  invoicing  and  accounts  receivable  (DMS- 1 020  and  DMS- 

1030);  optional 

. Inventory  location  and  control  (DMS- 1 5 10) 

. Personnel  performance  (DMS- 1 530) 

. Receiving  (DMS- 1 520) 

• Order  processing  includes  the  following  functions: 

Order  inquiry 

Back  and  future  order  release 
Pick  planning 

Picking  document  preparation 
Shipping  document  preparation 
Shipping  verification 
Product  inquiry 

• Inventory  location  and  control  offers: 

Product  inquiry 
Location  inquiry 

Miscellaneous  stock  transactions 
Stock  status 

Product/location  consolidation 
Reports 

Inventory  accounting 

• Receiving  offers: 

Allocation  of  space 
Generation  of  pallet  tickets 
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• The  DMS-1500  offers  warehouse  control.  The  hardware  includes  a central 
DMS-1500  processor  with  a communications  link  to  the  corporate  host 
processor,  on-line  disk  storage,  local  or  remote  CRT  and  hardcopy  terminals, 
and  remote  printers. 

The  system  software  consists  of: 

. DEC  RSX-I  IM  operating  system  and  communications  software 
. ENHANCE,  the  DMS-1250  run  time  processor  and  performance 
improvement  software 

. ENVISION,  the  DMS- 1210  data  base  management  system 
. SUPPORT,  the  DMS  1230  software  maintenance  and  program- 
ming aid 

. ORACLE,  the  DMS- 1 240  on-line  report  generation  and  inquiry 
software 

. ENVISION,  SUPPORT,  and  ORACLE  are  optional  products 
The  applications  software  consists  of: 

. Order  processing  (DMS- 1501) 

. Local  invoicing  and  accounts  receivable  (DMS- 1 020  and  DMS- 

1030);  optional 

. Inventory  location  and  control  (DMS- 1 5 10) 

. Personnel  performance  (DMS- 1 530) 

. Receiving  (DMS- 1 520) 

• Order  processing  includes  the  following  functions: 

Order  inquiry 

Back  and  future  order  release 
Pick  planning 

Picking  document  preparation 
Shipping  document  preparation 
Shipping  verification 
Product  inquiry 

• Inventory  location  and  control  offers: 

Product  inquiry 
Location  inquiry 

Miscellaneous  stock  transactions 
Stock  status 

Product/location  consolidation 
Reports 

Inventory  accounting 

• Receiving  offers: 

Allocation  of  space 
Generation  of  pallet  tickets 
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Credit  inquiry 
File  maintenance 

• Management  information,  report  writer  software,  offers  these  user-program- 
mable inquiries/reports; 

Sales  analysis  by  customer 
Sales  analysis  by  product 
Sales  analysis  by  salesperson 

• RSX-I  IM  with  DMS  ENHANCE  is  a multiprogramming  operating  system  tuned 
to  distribution  applications.  It  provides: 

Physical  and  logical  device  handlers  for  printers,  magnetic  tapes,  disks, 
and  multiple  video  terminals 

Direct,  sequential,  and  index  sequential  disk  access  methods 
Error  handling 
File  management 
Transaction  logging 

Hardcopy  output  spooling  by  document  and  form  number. 

• ENVISION  is  a data  base  management  system  for  minicomputers.  It  provides: 

Data  definition  subsystems 
Generalized  file  inquiry  and  print  utilities 
Report  generator 

Edited  data  entry  screen  format  generator 
Audit  trail 

Privileged  mode  protection 

• DATAFLOW  is  a bisync/async  communications  system.  Functions  include: 

EBCDIC  data  format  and  line  protocol  compatible  with  IBM  2780  type 
terminals 

Automatic  dialing  control  and  ASCII  code  communications  over 

telephone  or  TWX  networks 

Automatic  daily  transmission  of  selected  files 

Remote  file  maintenance 

Remote  program  transmission  and  update  of  all  DMS- 1 000  programs 

• SUPPORT  is  a programming  support  system  for  on-line  business  data 
processing  applications. 
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Verification  of  receipt 
Stock  audit 

• Personnel  performance  offers: 

Attendance  records 

Performance  statistics  captured  by  the  shipping  and  receiving  programs 
Daily,  weekly,  and  monthly  analysis  of  statistics 

• Invoicing  and  accounts  receivable,  the  optional  program,  offersix 

Pricing  and  taxing 
Invoicing 

Accounts  receivable  posting 
Credit  inquiry 
Customer  payment  records 
Delinquent  account  notices 
Reports 

File  maintenance 

• Systems  prices  include  the  hardware,  a software  license,  and  one-time  charges 
for  installation,  training,  and  customization  of  software.  Software  licenses 
have  quantity  discounts  for  large  orders.  Maintenance  for  the  systems  and  the 
software  is  provided  by  DMS.  Hardware  maintenance  is  provided  directly  to 
the  end  user  by  DEC. 

• Most  of  DMS  customers  purchase  the  order  entry  software.  Approximately 
50%  also  purchase  additional  software  for  inventory  control,  invoicing, 
accounts  receivable,  and  others.  DMS  tailors  all  the  software  to  meet  client 
requirements. 


APPLICATIONS  DMS  systems  are  specialty  products  for  distribution  and  warehouse 
control  applications. 


INDUSTRY  Although  the  company's  20  clients  are  all  large  discrete  and  process 
manufacturing  companies  such  as  Polaroid,  Goodrich,  Mobil,  Lipton,  and  Zenith,  its 
70  end  users  are  the  departments  and  divisions  of  these  manufacturers  which  are 
concerned  with  distribution  of  the  manufactured  end  products.  INPUT  classifies 
these  as  part  of  the  wholesale  distribution  industry. 
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GEOGRAPHIC  In  fiscal  1977,  approximately  15%  of  DMS  revenues  were  derived 
from  ten  countries  outside  the  U.S.  U.S.  installations  are  primarily  concentrated  in 
the  East  Coast  and  the  Midwest. 


COMPUTER  HARDWARE  AND  SOFTWARE  DMS  does  not  provide  any  processing 
services.  Seven  in-house  DEC  systems  are  used  for  software  development,  testing, 
and  emergency  customer  backup. 
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DISTRIBUTION  RESEARCH  ASSOCIATES 
INC. 

900  Jorie  Boulevard 
Oak  Brook,  IL  60521 
(312)  789-8877 


William  Perry,  President 
Private  Corporation 
Total  Employees:  6 
Total  Revenue,  Fiscal  Year  End 
3/31/84:  $500,000* 


THE  COMPANY 

• Distribution  Research  Associates  Inc.  (DRA),  founded  in  1981  by  William 
Perry,  Gerald  Whitcomb,  Tom  Moldauer,  and  Paul  Vlasek,  markets  distribution 
resource  planning  software  products  for  mainframe  and  large  minicomputers. 

• Revenue  for  fiscal  1984  will  reach  $500,000,  a 100%  increase  over  fiscal  1983 
revenue.  1983  was  a start-up  year.  Management  anticipates  fiscal  1985 
revenue  to  reach  between  $1  million  and  $1.5  million. 

• As  of  March  1983  DRA  had  two  employees.  There  are  currently  six  employees 
distributed  as  follows: 

Marketing/sales  I 

Software  services/customer  support  4 

General  and  administrative  j_ 

6 

• American  Software  in  Atlanta  is  DRA's  major  competition  and  currently  the 
only  vendor  offering  an  integrated  line  of  distribution  resource  planning 
software  packages  comparable  to  DRA's  DRP/LIB  system. 

American  Software's  DRP-8^'“  software  system,  which  is  written  in 
ANSI  COBOL,  runs  on  mainframe,  IBM,  and  IBM  plug-compatible 
computers  in  both  batch  and  on-line  modes. 

DRA  management  feels  that  American  Software,  which  markets  its 
products  primarily  in  the  U.S.  and  Canada,  controls  a major  portion  of 
the  market  share. 

KEY  PRODUCTS  AND  SERVICES 

• Eighty-five  percent  of  DRA's  fiscal  1984  revenue  was  derived  from  its  distri- 
bution resource  planning  applications  software  product.  The  remaining  15%  of 
revenue  was  derived  from  consulting  services  and  training. 

• There  are  currently  three  installations  of  DRP/LIB,  which  run  on  IBM  and 
Burroughs  under  MVS  and  OS.  Management  anticipates  that  there  will  be  five 
installations  of  the  product  by  July  1984. 


*DRA  projection 
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• DRP/LIB,  DRA's  primary  software  package,  is  an  integrated  distribution 
resource  planning  tool  that  enables  users  to  integrate  the  distribution/inven- 
tory management  function  into  the  business  environment.  The  product,  which 
is  designed  as  a decision  support  system,  manages  the  interrelationships  of 
stocking  levels  in  the  netting  of  time-phased  inventory  replenishment  re- 
quirements for  both  single-  and  multi-level  warehousing  operations  in  a dis- 
tributed network.  Features  include: 

On-line  inquiry  and  transaction  capabilities. 

Modified  forecasts  that  reflect  promotions  or  events  not  found  within 
the  sales  history. 

Gross  and  requirements  information  that  enables  users  to  determine 
individual  location  replenishment  actions  (PUSH). 

Schedules  to  assist  with  anticipated  manpower,  equipment,  space,  and 
investment  requirements. 

Shipment  reports  that  provide  cumulative  weight  and  cube  information, 
enabling  users  to  use  trailer  and  rail  car  capacities  economically. 

• DRP/LIB,  which  is  written  in  ANSI  COBOL,  has  three  modules:  Sales  Fore- 
casting, Inventory  Management,  and  DRP  (Time-Phased  Inventory  Replenish- 
ment Planning  and  Order  Execution).  Each  module  handles  a specific  aspect 
of  inventory  management.  Features  include  the  following: 

Sales  Forecasting. 

. Enables  users  to  establish  estimates  of  anticipated  demand  for 
each  item,  at  each  location,  and  during  each  future  period. 

. Provides  a means  for  establishing  new  item  and  new  product  line 
forecasts. 

DRP  (Time-Phased  Inventory  Replenishment  and  Order  Execution). 

. Enables  users  to  develop  master  purchase  and  distribution  plans. 

. Identifies  situations  in  which  purchasing  in  advance  of  need  is 
justified  in  order  to  utilize  cost  and/or  transportation  discounts. 

. Communicates  information  regarding  the  timing  and  quantity  of 
expected  receipts  back  up  the  distribution  structure. 

Inventory  Management. 

. Computes  and  controls  economic  replenishment  quantities  for 
purchased  items. 
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. Computes  and  controls  safety  stock  levels  at  all  locations. 

. Provides  ranking  and  stratification  capability. 

• The  modules  in  the  DRP/LIB  series  can  be  leased  or  purchased  separately  or 
as  a total  package.  Pricing  for  each  module  is  as  follows: 

Sales  forecasting  S42,000  to  $79,000 

Inventory  management  $25,000  to  $54,000 

DRP  (time-phased  inventory 
replenishment  planning  and 

order  execution)  $67,000  to  $1 12,000 

Pricing  for  the  total  DRP/LIB  package  ranges  from  $135,000  for  a 
complete  batch  system  to  $205,0()0  for  a full-scale  on-line  system. 

INDUSTRY  MARKETS 

• DRA  derived  approximately  80%  of  its  fiscal  1983  revenue  from  the  manufac- 
turing sector.  The  remaining  20%  of  revenue  was  derived  from  the  retail 
sector. 

• DRA's  major  clients  include  Allen  Bradley,  Modine  Manufacturing,  and  the 
Beaver  Lumber  Company. 

GEOGRAPHIC  MARKETS 

• Eighty  percent  of  DRA's  fiscal  1983  revenue  was  derived  from  the  U.S.  The 
remaining  20%  was  from  Canada. 

• DRA  currently  has  no  sales/branch  offices. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• DRA  uses  a service  bureau  with  the  following  computers  and  operating 
systems  to  develop  their  software: 

IBM  3033,  MVS. 

Amdahl  V6,  MVS. 
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COMPANY  PROFILE 


DISTRIBUTION  SCIENCES,  INC. 

1700  Higgins  Road 
Des  Plaines,  IL  60018 
Phone;  (708)699-6620 
Fax;  (708)699-6671 


Stephen  R.  Smith,  President 
William  J.  Pritz,  Executive  Vice  President 
Subsidiary  of  Niche  Software  Systems,  Inc. 
Total  Employees;  22 
Total  Revenue,  Fiscal  Year  End 
6/30/91;  $2,500,000* 

* INPUT  estimate 


The  Company 


Distribution  Sciences,  Inc.,  founded  in  1969,  provides  applications 
software,  processing  services,  and  professional  services  consulting  to 
manufacturers,  retailers,  and  distributors  to  help  control 
transportation  expenses.  The  company's  products  are  designed  to 
be  integrated  with  other  logistics  applications  to  allow  firms  to 
develop  a fully  automated  approach  to  logistics. 

Distribution  Sciences  now  operates  as  one  of  two  subsidiaries  of 
Niche  Software  Systems,  Inc. 

• When  Distribution  Sciences  acquired  Publishing  Business 
Systems,  Inc.,  during  fiscal  1990,  the  company  formed  Niche 
Software  Systems  to  be  the  holding  company  for  the  two  separate 
business  units.  Niche  has  three  employees. 

• Publishing  Business  Systems  (PBS)  markets  and  develops 
applications  software  to  medium  and  large  daily  and  weekly  news 
publishers.  PBS's  software  runs  on  both  Sun  and  IBM  platforms. 
PBS  currently  has  24  employees. 


Key  Products  and  Approximately  75%  of  Distribution  Sciences'  fiscal  1991  revenue 
Services  was  derived  from  applications  software  products,  15%  from 

processing/network  services,  and  10%  from  professional  services 
consulting. 

Distribution  Sciences  offers  the  following  software  products  for 
IBM  43xx,  9370,  30xx,  and  ES/9000  computers: 

• Match  Pay™  is  a freight  accounting  system  including  freight 
rating,  auditing,  and  freight  bill  payment,  allocation,  and 
accruals. 
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• PreShipment  Planning™  is  an  order  consolidation/  carrier 
selection  system. 

• Base  Rate™  is  a freight  rating  and  carrier  selection  system. 

Distribution  Sciences  currently  supports  approximately  60 
installations  of  its  software  products. 

Distribution  Sciences'  products  have  been  integrated  with  the  order 
processing  and  financial  systems  of  major  software  firms  such  as 
American  Software,  Andersen  Consulting,  and  D & B Software. 

The  following  processing/network  services  are  provided  by 
Distribution  Sciences  through  a third-party  service  bureau 
supported  by  an  IBM  3083: 

• Prate  Bank™  is  an  on-line  service  offering  access  to  various 
transportation  data  bases  and  software,  such  as  freight  rating, 
carrier  selection,  distribution  analysis,  and  analysis  of  carrier 
tariffs.  Prate  Bank  is  accessed  through  TYMNET  or  directly  via 
phone  lines. 

• There  are  currently  approximately  15  customers  using  this 
service. 

Distribution  Sciences  provides  consulting  services  for  transportation 
applications  to  its  clients.  Projects  range  in  length  from  two  weeks 
to  one  year. 


Approximately  70%  of  Distribution  Sciences'  fiscal  1991  revenue 
was  derived  from  the  manufacturing  industry,  20%  from  retailers, 
and  10%  from  distributors. 


Approximately  95%  of  Distribution  Sciences'  fiscal  1991  revenue 
was  derived  from  the  U.S.  and  5%  from  Canada. 

Over  95%  of  revenue  is  derived  from  direct  sales,  with  the 
remainder  from  distributors. 
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DISTRIBUTION  SCIENCES,  INC.  Stephen  R.  Smith,  President 
1 700  Higgins  Road  Private  Company 

Des  Plaines,  IL  60018  Total  Employees:  30 

(312)  699-6620  Total  Revenue,  Fiscal  Year  End 


6/30/89:  $3,500,000* 

‘INPUT  estimate 

The  Company 

Distribution  Sciences,  Inc.,  founded  in  1969,  provides  IBM 
mainframe  application  software,  processing  services,  and 
professional  services  consulting  to  manufacturers,  retailers,  and 
distributors  to  help  control  transportation  expenses.  The 
company's  products  are  designed  to  be  integrated  with  other 
logistics  applications  to  allow  firms  to  develop  a fully  automated 
approach  to  logistics. 

INPUT  estimates  Distribution  Sciences'  fiscal  1989  revenue 
reached  $3.5  million,  a 20%  increase  over  fiscal  1988  revenue. 

Key  Products  and 
Services 

Approximately  60%  of  Distribution  Sciences'  fiscal  1989  revenue 
was  derived  from  application  software  products,  30%  from 
processing/network  services,  and  10%  from  professional  services 
consulting. 

Distribution  Sciences  offers  the  following  software  products  for 
IBM  43xx,  9370,  and  30xx  computers: 

• Match  Pay™  is  a freight  rating  auditing  and  freight  bill 
payment  system. 

• PreShipment  Planning™  is  an  order  consolidation  carrier 
selection  system. 

• Base  Rate™  is  a freight  rating  and  carrier  selection  system. 

• Distribution  Sciences  currently  has  approximately  40 
installations  of  its  software  products. 

The  following  processing/network  services  are  provided  by 
Distribution  Sciences  through  a third-party  service  bureau 
supported  by  an  IBM  3083: 
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• Frate  Bank™  is  an  online  service  offering  access  to  various 
transportation  data  bases  and  software,  such  as  freight  rating, 
carrier  selection,  distribution  analysis,  and  analysis  of  carrier 
tariffs.  Frate  Bank  is  accessed  through  TYMNET  or  directly 
via  phone  lines. 

• There  are  currently  approximately  20  customers  using  this 
service. 

Distribution  Sciences  provides  consulting  services  for 
transportation  applications  to  its  clients.  Projects  range  in  length 
from  two  weeks  to  one  year. 


Approximately  70%  of  Distribution  Sciences  fiscal  1989  revenue 
was  derived  from  the  manufacturing  industry,  20%  from  retailers, 
and  10%  from  distributors. 


Approximately  95%  of  Distribution  Sciences'  fiscal  1989  revenue 
was  derived  from  the  U.S.  and  5%  from  Canada. 

Over  98%  of  revenue  is  derived  from  direct  sales,  with  the 
remainder  from  distributors. 
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Primary  Industry-Specific  Market:  Transportation 


Distribution  Sciences,  Inc. 

1350  East  Touhy  Avenue 
Des  Plaines,  IL  60018 
(312) 635-0200 

CEO:  Stephen  R.  Smith,  President 
Private  Company 
Founded:  1969 

Employees:  40  (I  1 /86) 

Revenue  (FYE  6/30/86):  $3,000,000* 


The  Company:  Distribution  Sciences,  Inc.  provides  application  software,  processing 
services,  and  professional  services  to  the  transportation  industry 

Sources  of  Revenue: 

Application  Software 

Processing  Services 

Professional  Services 

Key  Products  and  Services: 

- Application  Software  (Utilizes  IBM  43XX  and  30XX  computers) 

• MATCHPAY  is  a freight  rating  auditing  and  freight  bill  payment  system 

• PreShipment  Planning  is  an  order  consolidation  carrier  selection  system 

• Base  Rate  is  a freight  rating  carrier  selection  system 

• Zip  Rate  PC  is  a freight  rating  and  carrier  selection  system  for  IBM  PCs  and 
compatibles 

- Processing  Services  (Utilizes  IBM  3083  computers) 

• Distribution  Sciences,  Inc.  provides  the  Auto  Rate  freight  rating  service 
through  batch  processing 

• The  company  also  provides  Frate  Bank,  an  on-line  service  offering  access  to 
various  transportation  data  bases  and  software,  such  as  freight  rating,  carrier 
selection,  distribution  analysis,  and  analysis  of  carrier  tariffs.  Frate  Bank  is 
accessed  through  Tymnet  or  directly  via  phone  lines 

Professional  Services 

• Distribution  Sciences,  Inc.  provides  consulting  services  to  the  transportation 
industry.  Project  lengths  range  from  two  weeks  to  one  year. 

Target  Industries: 

- Transportation  (1 00%) 
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Geographic  Markets: 

- U.S.  (100%) 

- Direct  sales  (95%) 

- Distributors  (5%) 
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DISTRIBUTION  SCIENCES,  INC. 

1350  East  Touhy  Avenue 
Des  Plaines,  IL  60018 
(312) 635-0200 


Stephen  R.  Smith,  President  and  CEO 
Private  Corporation 
Total  Employees:  130 
Total  Revenue,  Fiscal  Year  End 
6/30/82:  $5,000,000 


THE  COMPANY 

• Distribution  Sciences,  Inc.  (DSI),  founded  in  1968  as  a division  of  Areata 
National  Corporation,  provides  freight  rating  and  routing  processing,  tariff 
data  base  information  services,  and  related  software  products  and  professional 
services.  DSI  became  a separate  corporation  in  1971. 

• As  of  June  30,  1982  DSI  had  130  employees.  The  company  currently  has  106 
employees. 

• Major  competitors  of  DSI  include  Numerax  and  Transportation  Data  Manage- 
ment, a division  of  Rand  McNally. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  98%  of  DSI's  fiscal  1982  revenue  was  derived  from  processing 
services  and  2%  from  software  products.  The  company  began  providing  pro- 
fessional services  in  fiscal  1983. 

Remote  processing  (85%  remote  batch  and  15%  on-line  inquiry/re- 
sponse) contributed  approximately  94%  of  revenue. 

Batch  data  sales,  which  include  ZIP  RATE®  and  GEOCENTRE  geo- 
graphic data  base  information  supplied  on  tapes,  contributed  about  4% 
of  total  revenue. 

• DSI's  services  are  marketed  to  the  distribution/transportation  departments  of 
commercial  companies  and  are  used  to  reduce  the  cost  of  physical  distribution 
functions  by  auditing  freight  bills  and  providing  information  to  improve  the 
routing  and  control  of  freight. 

• The  basis  for  DSI's  services  is  its  Tariff  Data  Base,  which  contains  current 
tariff  data  as  published  in  actual  tariff  documents. 

The  data  base  can  be  accessed  by  a variety  of  computer  systems  which 
determine  the  correct  rates  and  charges  for  any  type  of  freight  move 
via  motor,  rail,  air,  water,  or  combinations  thereof. 
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The  Tariff  Data  Base  is  used  to  price  moves  for  planning,  pricing,  and 
decision-making  purposes  and  for  payment  and  analytical  purposes. 

An  On-Line  Tariff  Load  and  Maintenance  System  provides  a fully 
prompted,  fully  edited  methodology  for  initial  entry  and  ongoing  main- 
tenance of  the  Tariff  Data  Base.  This  system  is  available  for  operation 
on  in-house  computers  or  may  be  accessed  remotely. 

The  relationship  between  DSI's  various  services  and  its  tariff  data  bases 
is  shown  in  the  exhibit. 

• AUTO  RATE®  automatically  calculates  the  lowest  legal  charge  for  shipping 
transactions  (motor,  air,  rail,  TOFC,  ocean)  by  accessing  the  Tariff  Data 
Base. 


Information  defining  origin,  destination,  product(s),  product  weight, 
special  shipping  conditions,  carrier,  and  shipment  date  is  keyed  into  the 
terminal  or  extracted  from  existing  bill  of  lading  or  freight  bill  data 
files  to  initiate  operation. 

The  system  then  accesses  files  containing  rating  information  on 
national  and  exception  class,  commodity,  column  commodity,  rates  per 
mile,  and  a variety  of  nonstandard  rates  as  applicable  to  the 
shipment.  Files  containing  basic  information  required  for  accurate 
rating,  including  geography,  product,  carrier,  mixture  conditions,  and 
rules,  are  also  accessed. 

Output  available  from  AUTO  RATE  includes: 

. Fully  rated  shipping  transactions. 

. Display  of  rates  at  all  weight  breaks. 

. Master  history  file  of  all  rated  transactions. 

. Audit  trail  on  rate  logic. 

AUTO  RATE  is  available  to  customers  on  either  a remote  batch  or 
interactive  basis. 

• AUTO  ROUTE®  automatically  identifies  the  most  cost-effective  routes 
(modes/carriers)  in  order  of  preference  for  shipping  freight. 

A set  of  potential  routes  indicated  by  origin,  product,  and  alternative 
modes/carriers  is  entered  into  the  system.  Complex  route  descriptions, 
including  product  mixtures,  vehicle  loadability  factors,  various  equip- 
ment types  and  sizes,  and  direct  or  multiple  segment  routes,  can  be 
handled. 

AUTO  ROUTE  generates  all  potential  routes  and  freight  costs,  allowing 
the  user  to  determine  the  optimal  and  most  economical  route 
(mode/carrier)  for  various  weight  levels. 
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EXHIBIT 

DSI  DISTRIBUTION  INFORMATION  SYSTEMS 


FREIGHT  A- 
ACCOUNTING  / 
AND  AUDIT 


FREIGHT  BILL 
AUDIT  AND  / 
PAYMENT  Y* 


ROUTING 
INSTRUCTIONS 
FOR  VENDORS, 
SHIP  POINTS,  OR 
ORDER  ENTRY 
SYSTEMS 


HISTORICAL 

PERFORMANCE 

REPORTS, 

SIMULATED 

DISTRIBUTION 

PATTERNS 
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For  the  inbound  collect  shipper,  AUTO  ROUTE  output  can  be  trans- 
mitted to  vendors  or  attached  to  purchase  orders  to  direct  the  routing 
and  flow  of  inbound  freight. 

AUTO  ROUTE  is  available  to  customers  on  a remote  batch  basis. 

• MANAGEMENT  REPORT  is  an  analysis  tool  which  produces  a variety  of 
standard  and  custom  designed  reports  based  on  historical  shipment  data.  The 
system  is  available  on  a remote  batch  basis.  Management  reports  include: 

Freight  cost  by  origin,  destination,  customer,  weight  level,  mode/car- 
rier,  tariff  item,  or  date. 

Comparative  Route  Cost  Report. 

Consolidation  Opportunities  Report. 

Private  Fleet  Performance  Report. 

Cost  of  Out-of-Territory  Shipment  Report. 

Custom-designed  analyses. 

Comparative  simulations  of  strategic  network  changes. 

• AUTO  RATE,  AUTO  ROUTE,  and  MANAGEMENT  REPORT  are  also  available 
as  software  packages.  If  a customer  buys  the  DSI  software  for  use  within  its 
own  facility,  DSI  will  continue  to  maintain  the  software  as  well  as  the  data 
base. 

• Two  additional  applications,  owned  by  Logistics  Systems  of  Dedham  (MA),  are 
licensed  to  DSI  for  provision  of  on-line  access. 

COMPU.GUIDE^''^' , a mileage  calculator,  provides  legal  highway  mile- 
age between  almost  any  two  points  applying  all  Household  Goods 
Carriers'  Bureau  Mileage  Guide  rules. 

COMPU.MAP®,  a computerized  routing  and  mileage  program  for  the 
U.S.  and  Canada,  determines  optimum  truck  driving  routes.  It  also 
provides  mileage  traveled  in  each  state  for  use  in  fuel  tax  reporting. 

• AUTO  M/P  is  a payment  authorization  system  designed  to  run  on  DEC  mini- 
computers that  permits  an  on-line  match  and  audit  of  a carrier's  freight  bill 
against  a rated  bill  of  lading. 

The  system  performs  payment  authorization  analyses  and  balance  due 
processing  functions  and  provides  the  following  output: 

. Accrual  Reports. 

. Control  Reports  (Audit  Trail  Reports  and  Duplicate  Freight 

Bills). 

. Authorized  Payment  File. 

. Payment  History  File. 

. Accounting  Input  File. 
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• GEOCENTRE  is  a series  of  geographic  data  bases  for  the  U.S.,  Canada, 
Mexico,  and  the  rest  of  the  world.  Each  of  the  files  contains  place  names 
with  geographic  codes  and  descriptors. 

Data  bases  include: 

. CENTRE-TRANSOCEAN,  which  contains  over  10,000  entries 
representing  countries,  dependencies,  areas  of  sovereignty, 
airports,  seaports,  and  places  of  special  significance  throughout 
the  world.  Geographic  codes  represented  include  U.S.  Federal 
Standards,  International  Standards  Organization,  latitude/longi- 
tude coordinates,  and  the  Overseas  Point  Location  Code,  which 
is  compatible  with  the  Standard  Point  Location  Code. 

. CENTRE-U.S.,  which  contains  over  1 32,000  place  and  county 
records  with  geographic  codes  (ZIP,  FIPS,  Dun  & Bradstreet, 
SPLC),  airport  codes,  and  latitude/longitude  coordinates. 

. CENTRE-CANADA,  a geographic  data  base  for  Canada. 

. CENTRE-MEXICO,  a geographic  data  base  for  Mexico. 

Provided  in  magnetic  tape  format,  these  data  bases  can  be  used  for 
marketing,  logistics,  computer  mapping,  and  analytical  applications 
such  as  modeling  or  optimization  studies.  Other  applications  include 
file  normalization  and  distance  and  direction  calculations. 

All  GEOCENTRE  data  bases  are  available  for  purchase. 

• ZIP  RATE®  II  is  a data  base  used  to  produce  motor  carrier  and  small  package 
freight  rates  for  client-specified  origin/destination  pairs  defined  in  terms  of 
ZIP  codes  for  use  in  computerized  distribution  models.  Output  is  available  in 
printed  form  or  on  magnetic  tape. 

• In  mid- 1 982  DSI  formed  the  Consulting  Services  Group  to  provide  professional 
services  to  shippers  and  carriers  in  the  areas  of  organizational  and  distribution 
studies,  tariff  design,  operational  research,  internal  data  flow  analysis, 
systems  design,  and  management  reporting. 

INDUSTRY  MARKETS 

• DSI's  fiscal  1982  revenue  was  derived  primarily  from  the  manufacturing 
industry,  as  shown  below: 

Discrete  and  process 
manufacturing  85% 

Retail  distribution  15 

100% 
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• Process  manufacturing  clients  are  in  the  chemical,  food,  and  drug  industries. 
Discrete  manufacturing  clients  are  primarily  in  the  automotive  industry. 

GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  DSI's  fiscal  1982  revenue  was  derived  from  clients 
located  in  most  major  U.S.  cities. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• DSI  uses  an  IBM  3033,  which  is  owned  by  Universal  Oil  Products  and  located  in 
Des  Plaines. 

DSI  access  is  via  RJE  and  TSO/CICS. 

Client  access  is  both  remote  batch  and  on-line  via  TSO  and  CICS. 

• Clients  access  on-line  services  via  Tymnet,  direct  dial,  or  leased  lines. 
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DISTRIBUTION  SCIENCES,  INC. 

1350  Touhy 

Des  Plaines,  IL  60018 
(312)  635-0200 


Thomas  Hodgkins,  President 
Private  Corporation 
Total  Employees:  115 
Revenue  Estimate,  Fiscal  Year  End 
6/30/80:  $4  million* 


THE  COMPANY 

• Distribution  Sciences,  Inc.,  (DSI)  was  founded  in  1968  to  provide  automated 
freight  rating  services  and  to  issue  tariff  information  on  microfilm.  In  1972, 
Thomas  Hodgkins  and  David  Grumhause  assumed  control  of  the  company  from 
Arcada  National  Corporation. 

• DSI's  employees  increased  from  90  to  115  during  the  course  of  the  last  year. 
Company  revenues  are  estimated  at  $4  million. 


KEY  PRODUCTS  AND  SERVICES 

• DSI's  initial  product  is  the  sale  of  remote  batch  services  to  the  traffic 
departments  of  commerical  companies.  At  the  present  time,  DSI  has  40 
clients,  all  of  whom  are  large  corporations  with  annual  freight  bills  in  excess 
of  $5-10  million.  The  primary  purpose  of  the  DSI  service  is  to  enable  its 
clients'  traffic  departments  to  reduce  the  cost  of  their  physical  distribution 
functions  by  auditing  freight  bills  and  providing  information  to  improve  the 
routing  and  control  of  freight. 

• The  company  maintains  a data  base  of  information  on  freight  tariffs  for  a 
variety  of  common  carriers.  Although  users  access  the  DSI  data  base  on  an 
inquiry  basis,  DSI  maintains  total  control  of  the  data  base.  At  this  time,  all 
data  communications  between  DSI  and  its  clients  are  on  a remote  batch  basis, 
with  tape-to-tape  or  computer-to-tape  data  transfer. 

• DSI  will  also  sell  its  software  for  in-house  installation.  If  a customer  buys  the 
DSI  software  for  use  within  its  own  facility,  DSI  will  continue  to  maintain  the 
software  as  well  as  the  data  base. 

• The  basis  for  DSI  services  is  its  Tariff  Data  Bank,  containing  all  freight  rating 
schedules  employed  by  carriers  used  by  DSI  clients.  Various  services  such  as 
the  AUTO  RATE®  System,  the  AUTO  ROUTE  ® System,  the  MATCH/PAY 
System^  and  the  Management  Report  System  access  the  data  bank.  The 
relationship  between  the  services  is  shown  in  Exhibit  A. 
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• The  Tariff  Data  Bank  is  a collection  of  information  involving  tariff  rates  and 
regulations.  It  contains  tariff  information  for  all  types  of  motor,  rail  and 
TOFC  (trailer  on  flat  car)  shipments.  Management  states  that  its  current  data 
base  is  the  largest  of  its  kind  in  the  country,  containing  some  3.5  billion 
characters  of  data.  Due  to  the  frequent  carrier  tariff  supplements,  the  data 
are  totally  updated  2-3  times  a year.  Management  is  unaware  of  any  other 
firm  that  stores  tariff  data  for  general  use  that  goes  beyond  relatively  simple 
motor  tariff  data. 

• The  AUTO  RATE®System  determines  the  freight  charges  of  each  shipment  for 
each  client.  The  information  is  generated  from  the  Tariff  Data  Bank  using  the 
client's  bills  of  lading  for  each  shipment.  AUTO  RATE  data  are  normally 
transmitted  from  the  client  to  DSI  and  back  via  computer  tape. 

The  basic  data  required  for  the  AUTO  RATE  System,  in  addition  to  that 
already  contained  in  the  Tariff  Data  Bank,  are: 

. Origin  and  destination  of  shipment. 

. Weight  and  description  of  commodity  items  being  shipped. 

. Routing  and  carrier  name(s). 

. Special  conditions  affecting  rate  or  charge  (protective  service, 
stop-off,  etc.) 

. Shipment  date. 

AUTO  RATE  produces  two  types  of  information: 

. Data  on  shipment  costs  that  are  used  for  freight  payment, 

freight  bill  audits  and  invoicing. 

. History  files  for  each  shipment  for  which  historical  management 
information  and  reports  can  be  produced. 

• AUTO  ROUTE®  a second  product  which  accesses  the  Tariff  Data  Bank, 
automatically  determines  the  most  cost  effective  route  for  shipping  freight. 
This  is  accomplished  by  automatically  comparing  all  possible  routes  and  the 
cost  of  each,  then  selecting  the  optimum  one  for  the  shipment  in  question. 
Alternative  routes  are  selected  based  on  shipment  weight,  shipment  origin  and 
destination,  products  shipped  and  potential  carriers  for  various  modes. 

AUTO  ROUTE  can  also  evaluate  routes  for  multiple  origins,  mixes  of 
products,  product  density  and  cube,  combinations  of  destinations  (for 
consolidations),  various  carriers,  and  equipment  types  and  sizes  for  each 
carrier. 

When  used  in  conjunction  with  AUTO  RATE,  AUTO  ROUTE  will  audit 
and  measure  deviations  from  the  suggested,  most  cost  effective  routes. 
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DSI  management  claims  that  no  other  company  offers  a service 
comparable  to  the  AUTO  ROUTE  System  and  that  client  savings  from 
the  use  of  AUTO  ROUTE  far  exceed  the  savings  achieved  from  freight 
bill  audits  derived  from  AUTO  ROUTE. 

The  company  indicated  plans  to  offer  this  service  on  an  interactive 
remote  computing  basis  early  in  1981. 

• The  AUTO  MATCH/PAY^*^System  is  an  add-on  to  the  AUTO  RATE  System.  It 
matches  the  charges  on  freight  bills  with  the  AUTO  RATE-calculated  charges 
for  each  shipment.  AUTO  MATCH/PAY  produces  a variety  of  standard  and 
custom  reports. 

The  AUTO  MATCH/PAY  System  is  designed  to  operate  on  the  client's 
site  and  is  installed  on  a turnkey  basis  by  DSI.  It  provides  a number  of 
capabilities  to  permit  efficient  audit  and  processing  of  freight  bills, 
including  an  on-line  audit  function. 

Management  states  that  this  approach  to  freight  payment  authorization 
is  the  most  economic  and  productive  of  any  application  with  which  it  is 
familiar. 

The  AUTO  MATCH/PAY  could  operate  as  a standalone  accounts 
payable  system  and  is  also  used  to  accept  and  communicate  messages 
and  AUTO  RATE  input  to  DSI. 

The  company  began  to  offer  AUTO  MATCH/PAY  on  minicomputers  in 
late  1979. 

. The  DSI  minicomputer  configuration  consists  of  either  a DEC 
11/03  or  a DEC  11/23,  for  larger  clients.  A typical  11/23 
configuration  consists  of  three  or  four  CRTs,  four  disks  and  a 
line  printer.  The  11/03  configuration  normally  consists  of  two 
CRTs,  two  to  three  disks  and  a line  printer.  DSI  sells  the 
hardware  for  $30,000-50,000,  or  leases  the  hardware  through  a 
third-party  leasing  company. 

• The  Management  Report  System  is  a freight  cost  control,  accounting  and 
reporting  system  that  produces  tailored  reports  using  information  contained  in 
history  files  generated  by  AUTO  RATE  and  AUTO  ROUTE  and  data  contained 
in  the  Tariff  Data  Bank.  The  reports,  studies  and  potential  benefits  available 
through  the  system  include: 

Detailed  allocation  of  freight  costs. 

Identification  of  freight  penalties. 

Improper  territorial  service  analyses. 
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Automatic  generation  of  accurate  accounting  accruals. 

Increased  control  resulting  from  an  automated  system  and  instant 
access  to  data. 

• Simulation  studies  are  also  available  through  the  DSI  system,  aiding  in  making 
cost  effective  management  decisions.  Examples  of  simulations  performed  for 
specific  clients  include; 

Streamlining  shipment  schedules  and  distribution  points. 

Determining  optimal  warehouse  and  pool  locations. 

Evaluating  alternative  methods. 

Evaluating  and  selecting  optimal  procedures  for  locating  required 
inventory  items  at  secondary  warehouses. 


INDUSTRY  MARKETS  DSI  revenues  are  primarily  derived  from  the  manufacturing 
industries,  as  shown  below: 

Manufacturing 
Process:  Chemical 

Food,  drugs,  etc. 

Discrete:  Automotive,  other 
Distribution 
Retail 


100% 


85% 

15 


COMPUTER  HARDWARE 

• DSI  uses  an  IBM  System  370/Model  168,  which  is  owned  by  Universal  Oil 
Products  (UOP). 

• As  mentioned  previously,  all  input  and  output  data  are  tape-to-tape,  com- 
puter-to-tape  or  tape-to-computer.  There  are  no  on-line  communications 
between  the  DSI  customers  and  the  370/168. 
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COMPANY  HIGHLIGHT 


DISTRIBUTION  SCIENCES,  INC. 

4333  Trans  World  Road 
Schiller  Park,  IL  60176 
(312) 671-2530 


Thomas  Hodgkins,  President 
Private  corporation 
Total  employees:  90 
Total  revenues,  fiscal  year  end  6/30/78: 
$3.0  million* 


THE  COMPANY 

• Distribution  Sciences,  Inc.  (DSI)  was  founded  in  1968  to  provide  automated 
freight  rating  services  and  tariff  microfilm  publishing.  In  1972,  Thomas 
Hodgkins  and  David  Grumhaus  assumed  control  of  the  company.  DSI  now 
provides  automated  freight  rating  services  and  processes  approximately  4 
million  transactions  per  year  for  its  26  users. 

• Revenues  exceeded  $3.0  million*  in  fiscal  1978,  a 76%  increase  over  the  $1.7 
million  revenues  in  fiscal  1977.  Between  fiscal  1978  and  fiscal  1980,  the 
average  annual  growth  rate  will  be  approximately  40%.  Management  claims 
the  company  is  achieving  profit  levels  which  would  be  anticipated  for  a high 
growth  business  in  a selective  computer  service  area.  Total  employees 
increased  from  80  to  90  between  1977  and  1978. 

• Marketing  is  performed  through  personal  contacts,  referrals,  word  of  mouth, 
and  industry  contacts.  DSI  does  not  typically  advertise  its  services  in  the 
periodical  literature,  preferring  to  market  its  services  on  a consulting-type 
basis. 

• Although  Numerax,  Inc.  (Englewood  Cliffs,  NJ)  does  provide  some  competition 
to  DSI's  AUTO  RATE**  System,  its  clients,  generally  smaller  than  those  of 
DSI,  are  usually  subject  to  class  rating  schedules  rather  than  the  more  complex 
commodity  rating  schedules  used  by  DSI  clients.  Also,  Numerax  is  more 
oriented  to  manual  freight  bill  audits  than  DSI. 


KEY  PRODUCTS  AND  SERVICES 

• All  DSI  revenues  are  generated  by  the  sale  of  remote  batch  processing  for 
freight  and  distribution  applications.  Its  26  clients  are  all  very  large 
corporations  with  annual  freight  bills  of  $5  million  to  $500  million  and 
individual  shipments  (mostly  from  multiple  distribution  points)  normally 
exceeding  100,000  per  year. 

• The  company  maintains  a data  base  of  information  on  freight  tariffs  for  a 

variety  of  common  and  individual  carriers.  Although  users  access  the 

software,  DSI  maintains  total  control  of  the  data  base.  The  company  will  sell 
its  software  for  in-house  installation.  After  installation;  DSI  continues  to 
maintain  the  data  bank. 

• INPUT  estimate 

**  Registered  Trademark 

September  1978 

© 1978  by  INPUT,  Menlo  Park,  CA  94025.  Reproduction  Prohibited. 


INPUT 


COMPANY  HIGHLIGHT/DISTRIBUTION  SCIENCES,  INC. 


• The  basis  for  all  DSI  services  is  its  Tariff  Data  Bank  containing  all  the  freight 
rating  schedules  employed  by  carriers  used  by  DSI  clients.  Add-on  services  are 
the  AUTO  RATE**  System,  the  AUTO  ROUTE**  System,  the  MATCH/PAY 
System,  and  the  Management  Report  System.  The  relationship  between  the 
services  is  shown  in  Exhibit  I. 

• The  Tariff  Data  Bank  is  a collection  of  information  about  tariff  rates  and 
regulations.  It  can  provide  tariff  information  for  rail,  tank  car,  commodity 
truck,  local  drayage,  air  freight,  air  and  freight  forwarder,  shippers'  associa- 
tions, all  small  package  modes,  and  TOFC  (trailer  on  flat  car).  Management 
states  that  its  current  data  base  contains  sufficient  tariff  data  to  price 
between  70%  and  80%  of  all  U.S.  motor  common  carrier  shipments.  The  data 
base  includes: 

Cross  reference  files  which  translate  client  codes  for  geographic 
locations,  products,  and  carriers  (routes)  into  DSI  standard  codes 
Rate  base/mileage/basing  files  which  contain  the  geographic  data 
required  to  determine  all  distance  and  distance  equivalents  used  in  the 
various  tariffs 

Class  rate  and  column  rate  files 

Special  rate  and  charge  files  which  include  all  varieties  of  commodity 

rate  items  in  addition  to  those  contained  in  client  contracts  and 

individual  publications 

Carrier  participation/tariff  authority  files 

Governing  publication  and  tariff  linkage  files 

Rules  files  which  contain  regulations  pertaining  to  application  of  tariffs 
and  their  rates 

Rules  files  which  contain  regulations  pertaining  to  the  application  of 
special  (accessorial)  charges 
Product  classification/exception  files 

• The  AUTO  RATE**  System  determines  the  freight  charges  for  each  shipment 
for  each  client.  The  information  is  generated  from  the  Tariff  Data  Bank  and 
the  clients'  bills  of  lading  for  each  shipment.  AUTO  RATE  data  is  normally 
transmitted  from  the  client  to  DSI  and  back  via  computer  tape;  in  some  cases, 
DSI  will  provide  key  to  tape  data  entry  services  for  clients  unable  to  provide 
bills  of  lading  on  tape. 

The  basic  data  required  for  the  AUTO  RATE  System,  in  addition  to  that 
already  contained  in  the  Tariff  Data  Bank  is: 

. Origin  and  destination  of  shipment 

. Weight  and  description  of  commodity  items  being  shipped 

. Routing  and  carrier  name(s) 

Special  conditions  affecting  rate  or  charge  (protective  service, 
stop-off,  etc.) 

. Shipment  date 
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EXHIBIT  I 
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AUTO  RATE  produces  two  types  of  information: 

. Data  on  shipment  costs  which  are  used  for  freight  payment, 
freight  bill  audits,  and  invoicing 

. History  files  for  each  shipment  from  which  historical  manage- 
ment information  and  reports  can  be  produced 

• AUTO  ROUTE**,  a second  product  which  accesses  the  Tariff  Data  Bank, 
automatically  determines  the  most  cost  effective  route  for  shipping  freight. 
The  company  indicated  plans  to  offer  this  service  on  an  interactive  remote 
computing  basis  early  in  1979.  This  is  accomplished  by  automatically 
comparing  all  possible  routes  and  the  cost  of  each,  then  selecting  the  optimum 
one  for  the  shipment  in  question.  Alternative  routes  are  selected  based  on 
shipment  weight,  shipment  origin  and  destination,  products  shipped,  and 
potential  carriers  for  various  modes. 

AUTO  ROUTE  can  also  evaluate  routes  for  multiple  origins,  mixes  of 
products,  product  density  and  cube,  combinations  of  destinations  (for 
consolidations),  various  carriers,  and  equipment  types  and  sizes  for  each 
carrier. 

When  used  in  conjunction  with  AUTO  RATE**,  AUTO  ROUTE  will  audit 
and  measure  deviations  from  the  suggested,  most  cost  effective  routes. 
DSI  management  claims  that  no  other  company  offers  a service 
comparable  to  the  AUTO  ROUTE  System  and  that  client  savings  from 
the  use  of  AUTO  ROUTE  far  exceed  the  savings  achieved  from  freight 
bill  audits  derived  from  AUTO  RATE. 

• The  MATCH/PAY  System  is  an  add-on  to  the  AUTO  RATE**  System.  It 
matches  the  charges  on  freight  bills  with  the  AUTO  RATE  calculated  charges 
for  each  shipment.  MATCH/PAY  produces  a variety  of  standard  and  custom 
reports.  The  company  indicated  plans  to  offer  this  service  on  DSI-supplied 
preprogrammed  minicomputers  in  early  1979.  The  standard  reports  include: 

Match  summary  report:  a summary  statement  for  matches  indicating 
overcharges,  undercharges,  and  incomplete  transactions  (where  either 
the  freight  bill  or  the  bill  of  lading  is  missing). 

Accounts  payable  record:  client  specified  parameters  for  handling 
accounts  payable  situations  where  the  carrier's  freight  bill  and  the 
AUTO  RATE  estimate  charge  do  not  match. 

Mismatch  transaction  printout:  a DSI  computer-generated  listing  of 
processed  transactions  where  charges  and  estimated  costs,  or  weights 
are  disparate.  Again,  the  client  may  specify  total  listing  or  listing  of 
only  those  transactions  not  falling  within  specified  parameters. 

• The  Management  Report  System  is  a freight  cost  control,  accounting,  and 
reporting  system  which  produces  tailored  reports  using  information  contained 
in  both  history  files  generated  by  AUTO  RATE**  and  AUTO  ROUTE**  and 
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data  contained  in  the  Tariff  Data  Bank.  The  reports,  studies,  and  potential 
benefits  available  through  the  system  include; 

Detailed  allocation  of  freight  costs 

Identification  of  freight  penalties 

Improper  commodity  lists 

Elimination  of  accounting  accruals 

Increased  control  resulting  from  an  automated  system 

Warehouse  location  simulation  and  selection 

Pool  location 

Simulation  studies  are  also  available  through  the  DSI  system,  aiding  in 
making  cost-effective  management  decisions.  Examples  of  simulations 
performed  for  specific  clients  include: 

. Streamlining  shipment  schedules  and  distribution  points' 

. Determining  optimal  warehouse  and  pool  locations 

. Evaluating  alternative  methods 

. Evaluating  and  selecting  optimal  procedures  for  locating 
required  inventory  items  at  secondary  warehouses 


APPLICATIONS  All  DSI  processing  revenues  are  derived  from  specialty  applications. 


INDUSTRY  MARKETS  DSI  revenues  are  primarily  derived  from  the  manufacturing 
industries,  as  shown  below: 
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GEOGRAPHIC  MARKETS 

• DSI  users  are  distributed  throught  the  U.S. 

• Sales  offices  are  located  in  Madison,  CT  and  Chicago,  IL. 
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COMPUTER  HARDWARE  AND  SOFTWARE 

• DSI  utilizes  one  IBM  System/370  Model  168  mainframe  (four  megabytes) 
running  under  VS  (SVS)  and  using  16  dual  density  3330- type  disk  drives. 

• Clients  send  daily  magnetic  tapes  containing  shipping  transactions  to  DSI's 
host  computer  for  processing.  The  transactions  are  rated  (AUTO  RATE**)  and 
returned  via  magnetic  tape  the  following  day. 

• The  network  consists  of  dial-up  lines. 
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DISTRBUTION  SCIENCES,  INC. 
4333  Trans  World  Road 
Schi Her  Park,  IL  60176 
(312)671-2530 


Thomas  Hodgkins,  President 
Private  corporation 
Total  employees:  80 
Total  revenues,  fiscal  year  end  6/30/77: 
$1,700,000* 


THE  COMPANY 

• Distribution  Sciences,  Inc.  (DSI)  was  founded  in  1968  to  provide  automated 
freight  rating  services  and  tariff  microfilm  publishing.  In  1972,  Thomas 
Hodkins  and  David  Grumhaus  assumed  control  of  the  company.  DSI  now 
provides  automated  freight  rating  services  and  processes  approximately  3 
million  transactions  per  year  for  its  26  users. 

• Revenues  are  expected  to  exceed  $3.0  million  in  fiscal  1978,  a 76%  increase 
over  the  $1.7  million  revenues  in  fiscal  1977.  Between  fiscal  1978  and  fiscal 
1980,  the  average  annual  growth  rate  will  be  approximately  40%.  Manage- 
ment claims  the  company  is  achieving  profit  levels  which  would  be  anticipated 
for  a high  growth  business  in  a selective  computer  service  area.  Total 
employees  increased  from  60  to  80  between  1976  and  1977. 

• Marketing  is  performed  through  personal  contacts,  referrals,  word  of  mouth, 
and  industry  contacts.  DSI  does  not  typically  advertise  its  services  in  the 
periodical  literature,  preferring  to  market  its  services  on  a consulting-type 
basis. 

• Although  Numerax,  Inc.  (Englewood  Cliffs,  NJ)  does  provide  some  competition 
to  DSI's  AUTO  RATE**  System,  its  clients,  generally  smaller  than  those  of 
DSI,  are  usually  subject  to  class  rating  schedules  rather  than  the  more  complex 
commodity  rating  schedules  used  by  DSI  clients.  Also,  Numerax  is  more 
oriented  to  manual  freight  bill  audits  than  DSI. 


KEY  PRODUCTS  AND  SERVICES 

• All  DSI  revenues  are  generated  by  the  sale  of  remote  batch  processing  for 
freight  and  distribution  applications.  Its  26  clients  are  all  very  large 
corporations  with  annual  freight  bills  of  $5  million  to  $500  million  and 
individual  shipments  (mostly  from  multiple  distribution  points)  normally 
exceeding  100,000  per  year. 

• The  company  maintains  a data  base  of  information  on  freight  tariffs  for  a 

variety  of  common  and  individual  carriers.  Although  users  access  the 

software,  DSI  maintains  total  control  of  the  data  base.  The  company  will  sell 
its  software  for  in-house  installation.  After  installation;  DSI  continues  to 
maintain  the  data  bank. 

* INPUT  Estimate 
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• The  basis  for  all  DSI  services  is  its  Tariff  Data  Bank  containing  all  the  freight 
rating  schedules  employed  by  carriers  used  by  DSI  clients.  Add-on  services  are 
the  AUTO  RATE**  System,  the  AUTO  ROUTE**  System,  the  MATCH/PAY 
System,  and  the  Management  Report  System.  The  relationship  between  the 
services  is  shown  in  Exhibit  I . 

• The  Tariff  Data  Bank  is  a collection  of  information  about  tariff  rates  and 
regulations.  It  can  provide  tariff  information  for  rail,  tank  car,  commodity 
truck,  local  drayage,  air  freight,  air  and  freight  forwarder,  shippers' 
associations,  all  small  package  modes,  and  TOFC  (trailer  on  flat  car). 
Management  states  that  its  current  data  base  contains  sufficient  tariff  data  to 
price  between  70%  and  80%  of  all  U.S.  motor  common  carrier  shipments.  The 
data  base  includes: 

Cross  reference  files  which  translate  client  codes  for  geographic 
locations,  products,  and  carriers  (routes)  into  DSI  standard  codes 
Rate  base/mileage/basing  files  which  contain  the  geographic  data 
required  to  determine  all  distance  and  distance  equivalents  used  in  the 
various  tariffs 

Class  rate  and  column  rate  files 

Special  rate  and  charge  files  which  include  all  varieties  of  commodity 

rate  items  in  addition  to  those  contained  in  client  contracts  and 

individual  publications 

Carrier  participation/tariff  authority  files 

Governing  publication  and  tariff  linkage  files 

Rules  files  which  contain  regulations  pertaining  to  application  of  tariffs 
and  their  rates 

Rules  files  which  contain  regulations  pertaining  to  the  application  of 
special  (accessorial)  charges 
Product  classification/exception  files 

» The  AUTO  RATE**  System  determines  the  freight  charges  for  each  shipment 
for  each  client.  The  information  is  generated  from  the  Tariff  Data  Bank  and 
the  clients'  bills  of  lading  for  each  shipment.  AUTO  RATE  data  is  normally 
transrnitted  from  the  client  to  DSI  and  back  via  computer  tape;  in  some  cases, 

DSI  will  provide  key  to  tape  data  entry  services  for  clients  unable  to  provide 
bill  of  lading  on  tape. 

The  basic  data  required  for  the  AUTO  RATE  system,  in  addition  to  that 
already  contained  in  the  Tariff  Data  Bank  is: 

. Origin  and  destination  of  shipment 

Weight  and  description  of  commodity  items  being  shipped 
. Routing  and  carrier  name(s) 

• Special  conditions  affecting  rate  or  charge  (protective  service 

stop-off,  etc.)  ’ 

. Shipment  date 
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AUTO  RATE  produces  two  types  of  information: 

. Data  on  shipment  costs  which  are  used  for  freight  payment, 
freight  bill  audits,  and  invoicing 

. History  files  for  each  shipment  from  which  historical  manage- 
ment information  and  reports  can  be  produced 

• AUTO  ROUTE**,  a second  product  which  accesses  the  Tariff  Data  Bank, 
automatically  determines  the  most  cost  effective  route  for  shipping  freight. 
This  is  accomplished  by  automatically  comparing  all  possible  routes  and  the 
cost  of  each,  then  selecting  the  optimum  one  for  the  shipment  in  question. 
Alternative  routes  are  selected  based  on  shipment  weight,  shipment  origin  and 
destination,  products  shipped,  and  potential  carriers  for  various  modes. 

AUTO  ROUTE  can  also  evaluate  routes  for  multiple  origins,  mixes  of 
products,  product  density  and  cube,  combinations  of  destinations  (for 
consolidations),  various  carriers,  and  equipment  types  and  sizes  for  each 
carrier. 

When  used  in  conjunction  with  AUTO  RATE**,  AUTO  ROUTE  will  audit 
and  measure  deviations  from  the  suggested,  most  cost  effective  routes. 
DSI  management  claims  that  no  other  company  offers  a service 
comparable  to  the  AUTO  ROUTE  System,  and  that  client  savings  from 
the  use  of  AUTO  ROUTE  far  exceed  the  savings  achieved  from  freight 
bill  audits  derived  from  AUTO  RATE. 

• The  MATCH/PAY  System  is  an  add-on  to  the  AUTO  RATE**  system.  It 
matches  the  charges  on  freight  bills  with  the  AUTO  RATE  calculated  charges 
for  each  shipment.  MATCH/PAY  produces  a variety  of  standard  and  custom 
reports.  The  standard  reports  include; 

Match  summary  report:  a summary  statement  for  matches  indicating 
overcharges,  undercharges,  and  incomplete  transactions  (where  either 
the  freight  bill  or  the  bill  of  lading  is  missing). 

Accounts  payable  record;  client  specified  parameters  for  handling 
accounts  payable  situations  where  the  carrier's  freight  bill  and  the 
AUTO  RATE  estimated  charge  do  not  match. 

Mismatch  transaction  printout:  a DSI  computer-generated  listing  of 

processed  transactions  where  charges  and  estimated  costs,  or  weights 
are  disparate.  Again,  the  client  may  specify  total  listing  or  listing  of 
only  those  transactions  not  falling  within  specified  parameters. 

• The  Management  Report  System  is  a freight  cost  control,  accounting,  and 
reporting  system  which  produces  tailored  reports  using  information  contained 
in  both  history  files  generated  by  AUTO  RATE**  and  AUTO  ROUTE**  and 
data  contained  in  the  Tariff  Data  Bank.  The  reports,  studies,  and  potential 
benefits  available  through  the  system  include: 
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Detailed  allocation  of  freight  costs 

Indentification  of  freight  penalties 

Improper  commodity  lists 

Elimination  of  accounting  accruals 

Increased  control  resulting  from  an  automated  system 

Warehouse  location  simulation  and  selection 

Pool  location 

Simulation  studies  are  also  available  through  the  DSI  system,  aiding  in 
making  cost-effective  management  decisions.  Examples  of  simulations 
performed  for  specific  clients  include: 

. Streamlining  shipment  schedules  and  distribution  points 
. Determining  optimal  warehouse  and  pool  locations 

. Evaluating  alternative  methods 

. Evaluating  and  selecting  optimal  procedures  for  locating  required 
inventory  items  at  secondary  warehouses 

APPLICATIONS  All  DSI  processing  revenues  are  derived  from  specialty  applications. 


INDUSTRY  MARKETS  DSI  revenues  are  primarily  derived  from  the  manufacturing 
industries,  as  shown  below: 
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GEOGRAPHIC  MARKETS 

• DSI  users  are  distributed  throughout  the  U.S. 

• Sales  offices  are  located  in  Madison,  CT  and  Chicago,  IL. 


COMPUTER  HARDWARE  AND  SOFTWARE 

• DSI  utilizes  one  IBM  370/158  two  megabyte  mainframe  running  under  VS  (SVS) 
using  16  dual  density  3330-type  disk  drives. 
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• Clients  send  daily  magnetic  tapes  containing  shipping  transactions  to  DSI's  host 
computer  for  processing.  The  transactions  are  rated  (AUTO  RATE**)  and 
returned  via  magnetic  tape  the  following  day. 

• The  network  consists  of  dial-up  lines. 


** 
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DIVERSIFIED  COMPUTER  APPLICATIONS 

2525  East  Bayshore  Road 
Palo  Alto,  CA  94303 
(415) 493-2100 


Sherwin  Kalt,  President  and  Chairman 
Private  Corporation 
Total  employees:  I 10 
Revenues  fiscal  year  end  6/30/78: 
$2,600,000 


THE  COMPANY 

• Diversified  Computer  Applications  (DCA)  was  founded  in  California  in  April 
1965  by  the  late  Dr.  Henry  Marchman.  It  currently  provides  processing  for 
nearly  300  clients  in  a variety  of  industries,  primarily  health  care  and  direct 
mail. 

Until  1970,  all  batch  processing  used  custom  applications  developed  by 
DCA  for  its  users,  primarily  in  the  manufacturing  and  distribution 
industries. 

In  1970,  DCA  began  offering  standardized  applications  oriented 
processing  to  the  medical  industry. 

In  1975,  DCA  began  offering  standardized  applications  to  the  direct 
mail  industry,  with  emphasis  toward  subscription  fulfillment. 

• Revenues  increased  at  an  annual  average  rate  of  I 1.5%  from  $2.09  million  in 
fiscal  1976  to  $2.60  million  in  fiscal  1978. 

The  transition  from  custom  to  standardized  processing  resulted  in  a net 
operating  loss  in  the  12-month  period  ending  June  30,  1978.  This  loss 
was  offset  by  the  sale  of  assets  which  in  turn  resulted  in  a year-end  net 
income  of  $80,997. 

• For  the  six-month  period  ending  June  30,  1978,  increasing  emphasis  on 
standard  products  for  the  health  care  and  direct  mail  industries  has  accounted 
for  60%  of  revenues.  By  1980,  standard  application  revenues  are  expected  to 
generate  80%  of  DCA's  total  revenue. 


KEY  PRODUCTS  AND  SERVICES 

• Approximately  90%  of  DCA  revenues  are  generated  by  batch  processing  and 
10%  by  facilities  management  (FM)  services,  as  shown  below: 
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Batch  90% 

Standard  (Industry  Packages)  65 

Custom  25 

Facilities  Management  10 


100% 

• Packaged  batch  services  are  primarily  offered  to  the  medical  industry  and  for 
direct  mail  applications. 


Health  care  services  are: 

. MEDI-VISIT  - Billing  and  statistics  for  home  health  agencies. 

. MED-ART  - Medical  records  information  system  for  in-patient 

hospital  activity. 

. EMSTAT  - Emergency  room/outpatient  statistics. 

Direct  mail  services  are: 

. Subscription  Fulfillment  - Subscription  processing  for  consumer 
and  trade  magazines. 

. Basic  Direct  Mail  Processing  - Mailing  lists,  mail  order, 
membership,  fund  raising,  dog  licensing,  etc. 

. Mailing  and  lettershop  services  are  also  performed. 

• DCA  provides  data  entry  for  95%  of  all  clients. 


INDUSTRY  MARKETS  DCA  revenues  are  derived  primarily  from  the  direct 
and  medical  industries,  as  shown  below: 


mail 


Medical  40% 

MEDI-VISIT  23 

MEDI-ART  & EMSTAT  17 

Direct  Mail 

(various  industries,  primarily  publishing)  60 


100% 


GEOGRAPHIC  MARKETS  Fiscal  1978  revenues  were  derived  from  the  following  U.S. 
regions: 


California  73% 

Pacific  3 

Mountain  2 

Other  states  6 

Midwest  5 

East  I I 


100% 
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APPLICATIONS 

• Twenty-two  per  cent  of  DCA's  business  has  general  business  application. 

• Seventy-eight  per  cent  of  business  has  specialty  application  as  follows: 

Forty  per  cent  medical  services. 

Twenty-eight  per  cent  direct  mail. 

Ten  per  cent  facilities  management  for  subscription  fulfillment  for  publishers. 


COMPUTER  HARDWARE  AND  SOFTWARE 

• DCA  currently  owns  one  Burroughs  B4700  mainframe  located  in  Palo  Alto,  CA. 
It  also  has  nine  Burroughs  disc  drives,  four  Burroughs  tape  drives,  one 
Burroughs  line  printer,  and  two  Data  Products  line  printers.  Some  terminals 
are  used  in  providing  its  services. 

• DCA  uses  a Key-Edit  1000  minicomputer-based  data  entry  system.  The 
system  consists  of  a DEC  PDP-I  1/35  minicomputer  with  30  entry  terminals, 
one  tape  drive,  two  disk  drives,  and  one  printer. 

• An  additional  data  entry  facility,  established  in  San  Jose  to  meet  expected 
growth,  began  offering  services  during  the  month  of  November,  1978. 
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COMPANY  HIGHLIGHT 


DIVERSIFIED  COMPUTER  APPLICATIONS 
2525  East  Bayshore  Road 
Palo  Alto,  CA  94303 
(415)  324-2523 


/ 

Sherwin  Kalt,  President  and  Chairman 
Private  Corporation 
Computer  Service  Employees:  110 

Revenues  fiscal  year  end  6/30/76:  $2.1 
million 


COMPANY  BACKGROUND: 

• Diversified  Computer  Applications  (DCA)  provides  local  batch  processing 
for  approximately  200  clients  in  a variety  of  industries,  primarily 
distribution. 

• It  was  founded  in  California  in  April  1965  by  the  late  Dr.  Henry 
Marchman. 

Until  1970,  all  batch  processing  utilized  custom  applications 
developed  by  DCA  for  its  users,  primarily  in  the  manufacturing 
and  distribution  industries. 

- Since  1970,  DCA  has  begun  to  offer  standardized  applications 
oriented  processing  to  the  medical  and  publishing  industries. 

It  expects  to  increase  its  standardized  applications  processing 
and  reduce  custom  applications  processing  as  a percentage  of 
total  revenues  over  the  next  few  years. 


OVERALL  ASSESSMENT: 

• A slow  response  to  declining  b’atch  market  combined  with  a transition 
period  from  custom  to  standardized  processing  resulted  in  a net  loss 
of  $241,000  during  the  18  month  period  ending  December  31,  1975. 

In  the  subsequent  six  month  period  ending  June  30,  1976,  increasing 
emphasis  on  standard  products  for  the  health  and  direct  mail  indus- 
tries generated  a net  profit  of  $88,000. 

• DCA,  continuing  to  develop  standard  applications  for  batch  processing, 
now  offers  statistical  analyses  of  hospital  Emergency  Room  or 
ambulatory  care  statistics.  By  1979,  standardized  processing, 

now  generating  only  32%  of  revenues,  is  expected  to  generate  80% 
to  90%  of  revenues. 


KEY  PRODUCTS  AND  SERVICES: 

• DCA's  major  revenue  generator  is  local  batch  processing  for  custom 
applications  including  invoicing,  accounts  receivable  and  payable, 
inventory  control,  job  costing,  payroll,  general  ledger,  and 
pension/welfare  reporting.  DCA  performs  key  punching  and  data 
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entry  for  90%  of  these  clients. 

• DCA  also  performs  batch  processing  with  standard  applications  for 
the  medical  and  publishing  industries,  including  hospital  inpatient 
care  statistics,  health  agency  billing  statistics,  subscription 
billing  and  renewal,  and  mailing  lists  services. 

t 

APPLICATIONS : 

• Ninety-eight  percent  of  DCA  applications  are  general  business  oriented 
with  1%  each  in  scientific  and  data  base  areas. 


INDUSTRY  MARKETS: 

• DCA  revenues  are  derived  primarily  from  the  distribution  industry, 
as  shown  below: 


GEOGRAPHIC  MARKETS: 

• Ninety-seven  percent  of  DCA  clients  are  located  in  California.  The 
remaining  3%  are  located  in  other  Pacific  states,  the  Midwest,  and 
the  West. 


COMPUTER  HARDWARE  AND  SOFTWARE: 

• DCA  currently  owns  one  Burroughs  B4700  mainframe.  It  also  has  five 
Burroughs  disc  drives,  four  Burroughs  tape  drives,  one  Burroughs 
line  printer,  and  two  Data  Products  line  printers.  It  does  not 
use  any  terminals  in  providing  its  services. 

• Within  the  next  six  months,  DCA  will  acquire  a key  to  disc  data 
entry  system  to  replace  the  Burroughs  keypunching  equipment 
currently  installed. 


Distribution 
Manufacturing 
Medical /Hospital 
Government 


60% 

20% 

15% 

5% 
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DOW  JONES  NEWS/RETRIEVAL  SERVICE  William  L.  Dunn,  President 
Princeton,  NJ  08540  Division  of  Dow  Jones  & Co.,  Inc. 

(609)  452-151  I Total  Employees;  70 

Total  Revenue,  Fiscal  Year  End 
12/31/80:  $10,000,000* 


PRINCIPAL  BUSINESS 

• Since  1974,  Dow  Jones  News/Retrieval  Service  has  provided  business,  finan- 
cial, and  news  data  base  retrieval  services.  In  1977,  the  company  started 
offering  access  to  its  data  bases  from  home  computers,  as  well  os  from  other 
terminals  linked  by  telephone  lines  or  by  cable  television  hookups. 

SOURCE  OF  REVENUE 

• 100%  Interactive  inquiry/ response  processing  services. 

PRODUCTS  AND  SERVICES 

• Dow  Jones  News/Retrieval  Service  offers  its  data  base  of  current  business 
news  and  financial  statistics  for  inquiry  from  customer  terminals.  There  are 
approximately  27,000  customers  taking  advantage  of  the  various  services,  with 
an  anticipated  growth  of  1 ,000  customers  per  month. 

News  up  to  90  days  old  is  available  from  Dow  Jones'  domestic  and 
international  newswires  including  information  from  the  Wall  Street 
Journal  and  Barron's. 

Historical  and  current  quotations  (with  a 15-minute  delay  from  the 
market)  are  provided  from  the  four  major  stock  exchanges  and  the 
national  OTC  market. 

The  Dow  Jones/News  Retrieval  Service  also  provides  information 
collected  by  Media  General  Financial  Services,  division  of  Media 
General,  Inc.,  a communications  company  located  in  Richmond,  VA. 
Media  General's  financial  data  base  makes  available  earnings,  dividends, 
price-earnings  ratios,  and  stock-price  performance  information  on  3,20() 
companies  listed  on  the  New  York  and  American  Stock  Exchanges  and 
on  selected  OTC  companies.  The  data  base  also  includes  composite 
information  on  1 80  industries. 

In  July  1981,  Dow  Jones  News/Retrieval  Service  added  to  its  data  base 
transcripts  of  the  Public  Broadcasting  System's  "Wall  Street  Week" 
television  program.  Users  can  obtain  entire  transcripts  or  transcripts 
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of  specific  broadcast  segments  by  using  a personal  computer,  word 
processor,  teletypewriter,  or  timesharing  terminal. 

Other  features  of  the  data  base  include: 

. Free  Text  Search  enables  a user  to  search  the  data  base  using 
any  words,  phrases,  dates,  or  numbers  which  are  contained  in  the 
headlines  or  text.  The  free  text  searchable  data  base  contains 
news  stories  going  back  as  far  as  June  1979. 

. Money  Market  Services,  Inc.'s  (San  Francisco,  CA)  Weekly 
Economic  Survey  surveys  economists  and  money  market  dealers 
at  40  to  50  of  the  nation's  top  financial  institutions  for  a focus 
on  economic  trends. 

. Disclosure  Online  from  Disclosure,  Inc.,  Washington,  DC,  pro- 
vides company  profiles  and  lOK  extracts  on  over  6,000 
companies. 

• Through  the  Dow  Jones  News  and  Information  Service,  business  and  financial 
information  is  supplied  to  stock  brokerage  firms  via  distributors  including 
Bunker  Ramo,  GTE  Telenet  Information  Services,  and  Quotron  Systems,  Inc. 

• In  June  1981,  Dow  Jones  & Co.  announced  the  establishment  of  Dow  Jones 
Cable  Information  Services  to  supply  the  Dow  Jones  data  base  to  cable 
television  users. 

Cable  subscribers  can  call  up  information  from  the  Wall  Street  Journal, 
Barron's,  and  the  Dow  Jones  News  Service,  as  well  as  corporate 
information  and  economic  analysis. 

The  company  offers  information  from  local  newspapers  and  transac- 
tional services  from  local  banks  and  stores. 

Current  competition  in  the  personal  computer  network  marketplace 
stems  from  CompuServe  Information  Services  and  in  the  cable  tele- 
vision marketplace  from  the  Qube  System  (Columbus,  Ohio). 

• A negligible  portion  of  Dow  Jones  News/Retrieval  Services'  revenue  stems 
from  the  sale  of  software  for  personal  computers. 

Dow  Jones  News  and  Quotes  Reporter  allows  for  the  retrieval  of  news 
from  the  Dow  Jones  data  base  by  Apple  microcomputer  users. 

Dow  Jones  Portfolio  Management  System,  developed  by  Micro  Business 
Systems  of  Pine  Brook,  NJ,  calculates  financial  portfolios  for  Apple, 
Commodore,  and  Radio  Shack  videotext  users. 

Atari  Telelink  package  and  Commodore  Investment  Manager  chart 
historical  stock  prices  and  prepare  reports  for  tax  purposes. 
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INDUSTRY  MARKETS 

• Dow  Jones  News/Retrieval  Service  currently  supplies  business  and  financial 
information  to  banks,  corporations,  and  brokerage  firms  (via  distributors 
Bunker  Ramo,  GTE,  and  Quotron).  Its  position  in  the  personal  computer  data 
base  inquiry  market  is  still  small. 

GEOGRAPHIC  MARKETS 

• Approximately  95%  of  Dow  Jones  News/Retrieval  Service  revenue  stems  from 
the  U.S.  The  remaining  5%  comes  from  Canada,  Great  Britain,  and  Switzer- 
land. 
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Harborside  Financial  Center 
600  Plaza  Two 
Jersey  City,  NJ  07311 
Phone:  (201)938-4000 


President: 

Status: 

Parent:  D 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Carl  M.  Valenti 
Subsidiary 
Dow  Jones  & Company 


2,800 

$621,600,000 

12/31/92 


Key  Points 


• Dow  Jones  Telerate's  strength  is  collecting  rates  and  quotes  on 
financial  instruments  for  which  there  is  no  central  market,  such  as 
the  market  the  New  York  Stock  Exchange  provides  for  equities. 

• Since  the  1970's,  Dow  Jones  Telerate's  market  coverage  and  product 
line  have  expanded  from  fixed  income  to  foreign  exchange,  equities, 
commodities,  analytics,  and  transaction-based  services. 

• During  1992,  Dow  Jones  Telerate  increased  its  equity  interest  in 
Minex  Corp.  to  7%,  reflecting  Telerate's  continuing  commitment  to 
serve  the  foreign  exchange  market  with  advanced  systems.  Telerate 
is  the  exclusive  marketer  and  distributor  of  the  Minex  service  outside 
of  Japan. 

• The  overseas  market  continues  to  offer  ample  opportunity  for 
expansion.  Revenue  from  outside  North  America  increased  12.8% 
to  $370  million  during  1992. 
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Company  Dow  Jones  Telerate  specializes  in  the  delivery  of  on-line  financial  data, 

Description  decision  support  products,  and  transaction  services  to  financial  markets 

where  decision  making  requires  time  critical  data. 

• Clients  include  banks,  other  financial  institutions,  corporations, 
government  agencies,  brokers,  and  private  investors. 

• The  company  operates  in  more  than  80  countries  worldwide. 

Dow  Jones  Telerate  has  operated  as  a subsidiary  of  Dow  Jones  & 
Company  since  January  1990.  Dow  Jones  has  held  a majority  interest 
in  Telerate  since  1987  and,  prior  to  1990,  had  invested  about  $911 
million  in  Telerate. 

• Dow  Jones  Telerate  is  a part  of  Dow  Jones'  information  services 
segment,  which  produced  revenues  of  $809  million  in  1992.  Other 
Dow  Jones  information  services  segment  businesses  primarily 
include  Dow  Jones  News  Service  and  Dow  Jones  News/Retrieval. 

• Dow  Jones,  headquartered  in  New  York  City,  is  a leading  publisher 
of  business  news  with  annual  revenue  of  $1.8  billion. 


Financials  Dow  Jones  Telerate's  1992  revenue  reached  $621.6  million,  a 10% 

increase  over  1991  revenue  of  $566.5  million.  A five-year  revenue 
summary  follows: 


DOW  JONES  TELERATE 
FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1992 

1991 

1990 

1989 

1988 

Revenue 

$621 .6 

$566.5 

$543.8 

$505.9 

$440.4 

• Percent  increase 
from  previous  year 

10% 

4% 

8% 

15% 

31% 

Dow  Jones  Telerate  management  attributes  1992  results  to  the 
following: 

• International  revenue  increased  12.8%,  while  U.S.  sales  held  steady 
as  securities  firms,  banks,  and  savings  and  loan  institutions  began  to 
recover  from  the  recession. 

• Users  of  PC-based  products  continued  to  grow.  The  number  of 
customers  using  Matrix,  Telerate's  flagship  terminal  product,  rose 
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about  70%  during  1992.  Users  of  the  TeleTrac  analysis  package  and 
Tactician  analysis  package  for  U.S.  Treasury  securities,  increased  by 
21%  and  31%,  respectively. 

Acquisitions 

In  October  1992,  Dow  Jones  Telerate  increased  its  equity  interest  in 
Minex  Corp.  to  7%. 

• Minex  is  a Tokyo-based  consortium  established  in  early  1991  to 
serve  the  global  market  for  foreign  exchange  transaction  services. 

• Other  principal  Minex  shareholders  include  K.K.  Kyodo  News 
Services  (Telerate’s  distributor  in  Japan),  Tokyo  Forex  Co.  (Japan's 
leading  foreign  exchange  broker),  and  Kokusai  Denshin  Denwa  (a 
Japanese  telecommunications  firm).  Also  among  Minex's 
shareholders  are  19  large  Japanese  banks  and  two  major  American 
banks. 

• In  April  1993,  Minex  launched  an  automated  foreign  exchange 
matching  service  for  spot  foreign  exchange  trading  worldwide. 
Telerate  is  the  exclusive  marketer  and  distributor  of  the  Minex 
service  outside  of  Japan. 

During  1992,  Dow  Jones  Telerate  acquired  Valgest,  a provider  of 
software  to  analyze  French  bond  markets.  Telerate  plans  to  expand  the 
products  for  use  throughout  Europe. 

Competition 

Telerate's  major  competition  comes  from  Reuters  Limited. 

Key  Products  and 
Services 

INPUT  estimates  over  95%  of  Dow  Jones  Telerate's  1992  revenue  was 
derived  from  its  electronic  information  services  and  associated  terminal 
rentals.  The  remainder  was  derived  from  software  analysis  tools. 

Dow  Jones  Telerate  provides  on-line  financial  market  data  to  banks, 
other  financial  institutions,  corporations,  government  agencies,  brokers, 
and  private  investors  through  video  display  screens  located  at 
subscribers'  premises  throughout  the  world. 

• The  number  of  terminal  stations  (users)  is  currently  nearly  90,000. 

• The  network  features  direct  input  from  more  than  1,900  banks  and 
other  financial  institutions,  including  brokers  and  dealers  in  the 
relevant  markets,  as  well  as  financial  news  services. 
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Current  Dow  Jones  Telerate  products/services  include  the  following: 

• Standard  Telerate^^  is  an  interactive,  page-based  service  that 
operates  on  Telerate-issued  terminals,  and  provides  access  to  more 
than  60,000  video  pages  of  prices,  rates,  market  data,  and  news 
covering  major  financial  markets,  including  the  following: 

U.S.  Treasury  and  federal  agency  securities 

Money  market  instruments 

Foreign  exchange 

U.S.  mortgage  market  securities 

Precious  metals 

Financial  futures  and  energy 

Quotes  for  publicly  traded  equity  securities 

Financial  news  services 

Market  commentary  and  analysis 

• Telerate  equities  products,  introduced  in  1988  as  Telerate 
International  Quotations,  offers  real-time  quotes  on  more  than 
90,000  exchange-trade  financial  instruments,  including  stocks, 
options,  futures,  commodities,  bonds,  and  mutual  funds  from  all 
North  American,  London,  and  other  major  international  exchanges. 

• Telerate's  Optional  Services  offer  commentary  and  analysis  by 
various  Wall  Street  experts,  as  well  as  money  market  forecasts,  trend 
information,  and  fundamental  and  technical  analyses  of  key  markets. 
Telerate  currently  offers  more  than  60  optional  services,  including: 

Emerging  Markets  Service 

- Telerate  Energy  Service 

- Dow  Jones  News  Service  (The  Broadtape) 

- Corporate  Market  Service 

- Telerate  Eurobond  Service 

- Advance  Factor  Services 
SportsTicker 

Telerate  data  is  available  via  various  delivery  systems,  from  standard 
Telerate  terminals  to  portable,  hand-held  receivers. 

• Telerate  Matrix^^  is  a PC-based  system  that  provides  graphics, 
analytic  spreadsheets  and  windowing  capabilities,  and  accesses  both 
exchange  and  Telerate-contributed  page  data. 

• The  Telerate  Digital  Page  Feed™  is  the  wholesale  delivery  method 
that  sends  real-time  data  directly  to  multiple  workstations  via  one 
dedicated  communications  line.  Data  base  packages  to  suit  specific 
analytics  and  trading  requirements  are  available. 
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• FX  Alert^'"^  is  a hand-held  pager  that  delivers  a subset  of  Telerate 
data  using  900  megahertz  pager  technology. 

• QuotElite™  uses  LAN  technology  and  graphical  icons  to  deliver 
real-time  financial  information,  including  international  equities, 
fixed  income,  foreign  exchange,  and  money  markets,  as  well  as 
news  and  data  base  services. 

• The  Telerate  Access  Service  (TAS)  enables  subscribers  with  an  IBM 
or  compatible  PC  to  access  Telerate  information  at  home,  on  the 
road,  or  in  the  office.  TAS  also  provides  access  to  the  Dow  Jones 
News/Retrieval  service  and  numerous  third-party  information  data 
bases. 

• Telerate  Dealing  is  an  automated  trading  service  where  the  traders 
know  their  counter  parties. 

Telerate  also  offers  the  following  PC-based  tools: 

• TeleTrac*^  is  a real-time  PC-based  charting  and  technical  analysis 
tool  used  to  forecast  price  movements,  market  trends  and  marketing 
timing  decisions,  and  to  test,  create,  and  optimize  trading  strategies 
for  the  fixed  income,  foreign  exchange,  energy,  futures,  and 
commodities  markets. 

• Tactician^^  provides  fundamental  and  statistical  analysis  of  the  fixed 
income  markets. 

• Compu  Trac™  is  a microcomputer  software  product  for  technical 
analysis.  A library  of  pre-programmed  analysis  routines  allows  the 
user  to  test  trading  ideas  for  profitability  using  current  and  historical 
data. 

The  Standard  Telerate  service  and  communications  charges  are  $760 

per  terminal  per  month  for  U.S.  subscribers.  Additional  charges  are 

made  for  optional  services  and  equipment. 

• Subscribers  also  pay  a one-time  installation  fee  of  $1,000  per 
terminal. 

• Certain  optional  services  (such  as  Dow  Jones  newswires  and  third- 
party  commentary  services)  require  additional  payments  directly  to 
the  vendor  and  are  not  included  in  Telerate's  revenue. 

• Prices  for  international  clients  vary  by  location. 
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Industry  Markets 


Geographic 

Markets 


Computer 
Hardware  and 
Software 


Dow  Jones  Telerate's  revenue  is  derived  from  commercial  banks, 
investment  firms,  brokers,  and  institutional  investors  such  as 
corporations  and  government  agencies. 

Dow  Jones  Telerate's  subscribers  include  virtually  all  of  the  world's 
largest  banks  and  investment  banking/brokerage  firms. 


Approximately  40%  of  Dow  Jones  Telerate's  1992  revenue  was  derived 
from  North  America  and  60%  from  international  sources. 

The  company  has  offices  in  80  countries  worldwide. 

Dow  Jones  Telerate  has  U.S.  offices  in  Jersey  City,  Miami,  San 
Francisco,  and  Chicago.  Regional  sales  offices  are  located  in  Atlanta, 
Chicago,  Los  Angeles,  and  San  Francisco. 

The  company  provides  services  in  Canada  through  its  Telerate  Canada 
Inc.  subsidiary,  which  has  10  sales  offices. 

Telerate,  Inc.,  the  international  arm  of  the  company,  operates  offices 
outside  North  America  and  has  granted  exclusive  sublicenses  to  third 
parties  in  certain  countries. 

• Telerate  (Europe/Gulf)  limited  is  headquartered  in  the  U.K. 

• Telerate  (Asia/Pacific)  Limited  is  headquartered  in  Hong  Kong. 

■ Telerate's  distributor  in  Japan  is  K.K.  Kyodo. 


Telerate  has  Perkin-Elmer  32-bit  Megamini  and  Stratus  computers 
installed  in  Jersey  City  and  in  its  regional  offices. 

Stratus  computers  are  installed  in  Jersey  City;  Toronto,  Vancouver,  and 
Montreal  (Canada);  Singapore;  and  London. 

The  Telerate  Network's  information  data  base  is  processed  by  the 
Jersey  City  computer  center.  Data  is  then  transmitted  via  common 
carrier  circuits  to  the  regional  computers  and  to  the  computers  of  Dow 
Jones  and  The  Associated  Press  in  London,  Hong  Kong,  Frankfurt,  and 
Zurich. 

■ Telerate's  current  MUX  sites  are  located  in  Boston,  Miami,  and 
Washington,  D.C. 
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Clients  may  use  a microcomputer  to  access  Telerate's  network  via 
dedicated  lines,  satellite,  FM  radio  sideband,  or  direct  dial.  Telerate 
terminals  may  be  used  for  dedicated  line  access. 
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Druid  - 

SAP  Services 


For  SAP  services  in  the  U.K.,  contact: 

Rachael  Blondeau 
Druid  House 
Pine  Trees 
Staines 

TW1 8 3HR  The  following  profile  outlines  the  services 

Tel : 01 784  415  500  and  support  offered  by  Druid  for 

Fax:  01784  415  645  SAP  Services 

email:  rachael_blondeau@druid.co.uk 


Company  Background 

Druid  was  established  in  the  U.K.  in  1987  as  a management  consultancy.  In  its  first  year, 
Druid  implemented  its  a pan-European  Executive  Information  System  for  General  Electric. 
Today,  Druid  is  a leading  consultancy  in  integrated  business  systems  solutions. 

Druid  operates  in  the  U.K.,  Europe  and  the  U.S.  For  the  financial  year  1995  (ended  at  30 
June),  European  revenues  accounted  for  £6  million.  At  the  end  of  the  1996  financial  year, 
turnover  in  Europe  had  doubled  to  £12  million. 

In  1995,  Druid  achieved  fuU  ISO  9001  accreditation  of  all  its  activities. 

SAP  Activities 

Relationship  with  SAP  AG 

Druid  entered  the  SAP  market  in  1990.  It  became  one  of  the  first  SAP  business  partners  in  the 
U.K.  in  1992.  Today,  Druid  is  a SAP  Logo  Partner  in  the  U.K. 
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Turnover  from  SAP  activities 

Information  on  Druid’s  revenues  from  SAP  activities  is  not  public.  However,  INPUT  estimates 
that  around  85%  of  the  company’s  business,  equivalent  of  £5.1  million  in  Europe  in  1995,  are 
SAP  related. 

Employees 

Druid  has  over  250  employees  in  Europe  of  which  220  are  SAP  specialists.  Most  of  the  staff  is 
based  in  the  U.K. 

Druid  prides  itself  of  a low  staff  turnover  of  less  than  8%. 

Services 

At  the  core  of  Druid’s  service  offerings  is  its  Druid  Programme  Management  methodology.  The 
methodology,  which  is  unique  to  Druid,  follows  the  business  change  process  from  the  initial 
decision  to  change  through  analysis  and  to  the  final  delivery  of  business  benefits.  The 
components  of  Druid’s  Programme  Management  are  illustrated  in  Exhibit  1. 

Exhibit  1 


Overview  Of  Druid’s  SAP  Programme  Management. 


Self  Appraisal 
Business  Design 

Organisation  Design  & Communication 

^ 

Software  Selection 

Software  Implementation 

~ 

User  Training 

■ ■ ■ ■ ■ ' 

Education  . 

Source:  DRUID 

All  components  of  Programme  Management  are  accredited  to  ISO  9001.  The  methodology  is 
designed  to  deliver  results  quickly  while  providing  defined  deliverables  and  tangible  business 
benefits. 

The  modular  approach  of  Programme  Management  offers: 

• Strategic  consultancy  to  review  business  strategy  and  align  IT  to  corporate  objectives 
and  align  IT  to  corporate  objectives 

• Failure  prevention  workshops 

• Programme  appraisal  to  establish  initiatives  that  need  to  be  undertaken 

• Benchmarking  to  help  measure  performance  and  set  realistic  objectives 
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• Design  of  blueprint  for  key  business  processes 

• Organization  design  and  communication  to  ensure  support  for  new  business  processes 
and  objectives 

• Software  selection 

• Software  implementation  on  time  and  to  budget 

• Education  to  ensure  an  environment  receptive  to  change 

• Training  to  provide  the  skills  needed  in  the  organization. 

Druid’s  Programme  Management  methodology  complements  SAP  implementation  projects  well. 
In  the  U.K.  Druid  has  expertise  in  SAP  implementation  of  the  following  areas: 

• Warehousing 

• Security  and  Control 

• Inventory  Management 

• Production  Planning 

• Materials  Management 

• Plant  Maintenance 

• Job  Costing  and  Project  Control 

• Human  Resources 

• Finance. 

Industry  Knowledge  And  References 

Druid  has  assisted  companies  from  a variety  of  industries  in  implementing  SAP  solutions. 
However,  the  company’s  main  focus  markets  are: 

• Aerospace,  Defence  and  Airlines 

• Food  and  Drink 

• Electronic  engineering 

• Chemical 

• Utilities 

• Retail. 

Exhibit  2 in  the  following  page  shows  Druid’s  involvement  in  vertical  markets  illustrated  by 
proportion  of  revenue. 
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Exhibit  2 


SAP  Activity  By  Revenue  And  Vertical  Market 


Verticai  Market 

Sub-segment 

% of  Revenue 

Retail 

Food,  non-food 
Wholesale 
Distribution 
Leisure 
Travel  Agents 
Mail  Order 

6% 

Utilities 

4% 

T ransport 

Airlines 
Rail,  etc. 

3% 

Discrete  Manufacturing 

Automotive 
Aerospace 
Electrical  & electronic 
Mechanical  Engineering,  etc. 

45% 

Process  Manufacturing 

Food  and  drink 
Pharmaceuticals 
Chemicals,  etc. 

42% 

Source:  Druid 


Exhibit  3 


Vertical  Market  Involvement 


Vertical  Market 

SAP  Consulting 

SAP  implementation 

Finance 

Low 

Low 

Retail 

High 

High 

Utilities 

Medium 

Medium 

Communications 

Low 

Low 

T ransport 

Medium 

Medium 

Business  Services 

Low 

Low 

Discrete  Manufacturing 

High 

High 

Process  Manufacturing 

High 

High 

Source:  Druid 


Druid’s  activities  in  vertical  markets  vary  in  type  of  involvement,  as  illustrated  in  Exhibit  3. 
Druid  is  mostly  involved  in  the  manufacturing  and  retail  markets  and  has  only  a medium  level 
of  involvement  in  the  transport  market.  Some  of  the  compands  SAP  clients  in  these  markets 
are: 

• Cadbury  Limited 

• Guinness  Brewing  Worldwide  Limited 

• British  Aerospace 

• Aijo-Wiggins  Fine  Papers 

• FMC  Corporation  (UK) 

• Westland  Helicopters 
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• General  Electric  (USA) 

• MANWEB 

• Philip  Morris 

• Redland  Bricks 

• Terex  Equipment 

• Trebor  Bassett. 

Following  are  statements  from  some  of  Druid’s  SAP  clients: 

• “We  chose  Druid  for  their  knowledge  of  the  FMCG  business  and  for  the  strength  and  depth 
of  their  experience.  They  gave  us  the  confidence  that  they  could  help  us  think  through  our 
business  processes  and  get  us  quickly  to  where  we  wanted  to  be”.  Cadbury  Limited 

• “Druid  was  an  integral  part  of  our  team.  Druid  has  the  experience,  and  it  was  good  to 
know  that  we  were  in  safe  hands.”  Guinness  Brewing  Worldwide  Limited 

Competitive  Positioning 

Special  Strengths 

Druid  regards  its  focus  on  always  delivering  tangible  business  benefits  with  an  aim  to  improve 
bottom-line  results  as  one  of  its  special  strengths  in  the  market.  The  company  has  as  a strong 
objective  to  consistently  deliver  on  time  and  to  budget.  Druid  further  claims  a proven  track 
record  with  100%  success  rate. 

Druid  is  further  proud  to  be  one  of  the  first  consultancies  in  the  U.K.  to  achieve  full  ISO  9001 
quality  accreditation  for  its  complete  methodology. 

Druid  claims  to  have  one  of  the  largest  pools  of  consultants  with  both  technical  and  business 
expertise,  specializing  in  integrated  solutions.  Combined  wdth  a low  staff  turnover,  the 
company  can  offer  a high  degree  of  expertise  in  actual  and  practical  implementation  of  business 
systems  solutions. 

Competition 

Druid  views  its  main  competition  as  coming  from  the  Big  Six  consultancies. 
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Case  Study 


Confectionery  Manufacturer 


Background: 

The  parent  company  of  a large  UK  confectionery  manufacturer  had  formulated  an  IT  strategy 
involving  use  of  integrated  business  software  to  handle  financial  applications  in  all  subsidiaries. 


Objective: 

The  UK  subsidiary  wished  to  examine  how  well  this  strategy  fitted  its  specific  business  which 
had  been  formed  from  5 separate  companies,  all  with  associated  legacy  systems.  It  further 
wanted  to  clarify  what  benefits  it  could  achieve  by  making  full  use  of  integrated  business 
systems  as  a wall-to-wall  solution.  Having  decided  to  proceed,  the  company  was  looking  to: 

• Reduce  IT  system  maintenance  costs 

• Achieve  shorter  lead  times  for  new  products 

• Lower  stock  holding  costs,  and 

• Improve  efficiency  of  distribution. 


Implementation: 

Druid  consultants  led  a series  of  68  business  function  workshops  in  the  areas  of  Accounts 
Receivable,  Accounts  Payable,  Cost  Center  Accounting,  Human  Resources,  Sales  Order 
Processing,  Products  and  Delivery,  Management  Information,  and  Manufacturing.  Each  top- 
level  workshop  encompassed  an  overview  of  R/3  functionality  in  the  respective  bxisiness  area 
followed  by  a series  of  more  detailed  sessions  aimed  at  challenging  current  business  processes. 
The  output  then  determined  the  “fit”  of  client  business  requirements  with  SAP  R/3.  The  exercise 
resulted  in  implementation  of  R/3  Controlling,  Financial  Accounting,  Sales  and  Distribution, 
Materials  Management,  Production  Planning,  and  Human  Resources,  handled  in  three  phases. 
The  first  phase  of  the  implementation  was  the  Financial  System,  which  went  live  successfully 
within  9 months  from  a standing  start,  followed  by  the  Commercials  and  Manufacturing 
phases.  This  implementation  is  now  being  carried  out  as  part  of  a complete  program  of  change 
initiated  by  the  parent  group.  To  this  end,  Druid  was  instrumental  in  identifying  the  synergy 
between  work  done  in  the  subsidiary  and  the  parent  company  and  ensuring  those  benefits  were 
delivered  on  an  enterprise-wide  basis.  The  system  is  now  being  built  with  a view  not  only  to  the 
subsidiary’s  requirements  but  also  as  a core  model  representing  best  commercial  practices 
across  the  group  and  across  the  world. 
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Dun  & Bradstreet  Software 


President  & CEO:  Doug  Macintyre 

3445  Peachtree  Road,  N.E. 

Atianta,  GA  30326 

Phone:  (404)  239-2000 

Fax:  (404)  239-4933 


Status: 

Parent: 

Employees: 

Revenue: 

Fiscal  Year  End: 


Division 

Dun  & Bradstreet  Corporation 

2,500 
$ 460,000,000* 
11/30/93 


‘INPUT  estimate 


Key  Points 


• Dun  & Bradstreet  Software  (D&B  Software)  is 
a leading  worldwide  provider  of  client/server 
and  mainframe  software  for  financial,  human 
resources,  distribution,  manufacturing  and 
decision  support  applications.  The  company 
also  offers  PC  LAN-based  human  resources 
software. 


• D&B  Software's  new  generation  of  business 
software— the  SmartStream  Series — is 
designed  to  integrate  an  entire  corporation 
around  an  open,  standards-based  client/server 


platform.  SmartStream  decision  support 
applications  have  been  available  since  1992, 
however  financial  applications — Financial 
Stream — were  first  released  in  the  fourth 
quarter  of  1 993 . HR  Stream — the  human 
resources  application — was  released  in  May 
1994.  SmartStream  distribution  and 
manufacturing  applications  are  scheduled  for 
release  during  1994. 

• During  1993,  D&B  Software  also  expanded  its 
Open  Millennium  line  of  cross-industry 
applications  for  the  UNIX  operating  system. 

• During  1993,  excellent  growth  in  client/server 
revenue,  which  exceeded  expectations  by  nearly 
200%,  was  offset  by  anticipated  declines  in 
mainframe  software  revenue. 
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Company  Description 

D&B  Software  develops,  markets  and  supports 
financial,  human  resource,  materials  management 
and  manufacturing  software  products  and 
decision  support  tools  and  provides  associated 
training  and  consulting  services. 

• D&B  Software,  which  operates  as  a division  of 
The  Dun  & Bradstreet  Corporation  (D&B) 
within  D&B's  Software  Services  unit,  was 
formed  in  March  1 990  with  the  merger  of 
Management  Science  America,  Inc.  (MSA)  and 
McCormack  & Dodge  Corporation  (M&D). 

• The  company  currently  has  more  than  40,000 
systems  installed  serving  more  than  10,000 
customers  in  more  than  60  countries 
worldwide. 

Structure  and  Operations 

D&B  Software's  current  organization  structure  is 
summarized  in  Exhibit  A.  The  company  is 
organized  along  lines  of  business,  rather  than 
divisions. 

D&B  Software’s  manufacturing  operations  are 
now  based  in  Framingham  (MA)  Manufacturing 
Stream  and  Distribution  Stream  client/server 
applications  are  also  developed  in  Framingham. 

D&B  Software  corporate  headquarters  is  in 
Atlanta  (GA).  Operational  centers  are  also  in 
Brussels  (Europe)  and  Sydney  (Asia/Pacific) 

The  company  also  has  U.S.  offices  in  Chicago 
(IL);  Columbus  (OH);  Dallas  and  Houston  (TX); 
Denver  (CO);  Eagen  (MN);  Framingham  (MA); 
Hamden  (CT);  Huntsville  (AL);  Los  Angeles  (2), 
San  Diego  and  San  Francisco  (CA);  Milwaukee 
(WI),  Paramus  (NJ);  Philadelphia  (PA);  Raleigh 
(NC);  Rochester  (NY);  Seattle  (WA);  Tampa 
(FL);  and  Washington,  D.C. 


Training  centers  are  in  Atlanta,  Chicago,  New 
York,  Framingham,  Dallas,  Los  Angeles, 
Washington,  D.C.,  and  in  Canada,  the  U.K., 
France  and  the  Asia/Pacific  region. 

International  subsidiaries  are  located  in  Australia, 
Belgium,  Brazil,  Canada,  France,  Italy,  Japan,  the 
Netherlands,  New  Zealand,  Singapore,  Spain,  the 
U.K.  and  Germany. 

Distributors  are  located  in  Argentina,  Denmark, 
Finland,  Hong  Kong,  Indonesia,  Israel,  Italy, 
Malaysia,  Mexico,  Norway,  Peru,  the  Philippines, 
Saudi  Arabia,  Singapore,  Sweden,  Taiwan, 
Thailand,  Turkey  and  Venezuela. 

Company  Strategy 

D&B  Software's  strategy  is  to  provide 
technologies  and  services  that  support  the 
alignment  of  information  systems  with  customer 
business  goals  while  leveraging  previous 
investments  in  information  systems. 

The  company  intends  to  support  the  following 
platforms: 

• Client/server,  via  the  Smart  Stream  Series  of 
products 

• UNIX,  via  the  Open  Millennium  series  of 
products 

• Mainframe,  via  its  exisiting  cross-industry 
financial  and  human  resource  products  and 
industry-specific  manufacturing,  government 
and  health  care  products. 

D&B  Software  is  also  evaluating  other  databases 
to  expand  beyond  its  Sybase  RDIVIBS  offerings. 
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Financials 

Revenue  from  D&B’s  Software  Services  unit 
(which  includes  D&B  Software,  Sales 
Technologies  and  Erisco)  was  $475.6  million  in 
1993,  compared  to  $533.5  million  in  1992  and 
$556.9  million  in  1991. 

• Excluding  the  impact  of  the  stronger  dollar  and 
divestiture  of  Information  Associates  in  1992, 
1993  revenue  decreased  by  7%  and  D&B 
Software  had  a modest  decline. 

• Operating  income  for  the  unit  before 
restructuring  income/expense  was  $43.7  million 
in  1993,  $18.7  million  in  1992  and  $42.8 
million  in  1991. 

INPUT  estimates  D&B  Software's  1993  revenue 
was  approximately  $460  million,  compared  to 
1992  revenue  of  approximately  $ 515  million. 

• Revenue  declines  were  attributed  to  the 
divestiture  of  Information  Associates  in  mid- 
1992  and  weaknesses  in  the  mainframe 
computer  industry  and  the  worldwide  economy. 

• D&B  Software  invests  approximately  19%  of 
its  revenue  annually  in  research  and 
development. 

Market  Financials 

D&B  Software's  primary  markets  are 
manufacturing,  financial  services,  health  care, 
energy/utilities,  government  and  retail. 


Manufacturing 

Banking  and  finance 

Government/education 

Distribution 

Commercial/transportation 

Health  care 

Other 


• The  manufacturing  industry  is  the  largest 
revenue  contributor.  The  company  also  has 
customers  in  the  banking,  insurance,  utilities, 
health  care,  education,  retail,  oil  and  gas,  and 
real  estate  markets,  as  well  as  state  and  local 
governments. 

Revenue  Analysis  by  Product  Line: 

INPUT  estimates  approximately  20%  of  D&B 
Software's  revenue  is  derived  from  applications 
software  product  licenses,  55%  from  associated 
maintenance  fees  and  25%  from  consulting  and 
training  professional  services. 

Geographic  Markets 

Approximately  73%  of  D&B  Software's  1993 
revenue  was  derived  from  the  U.S.  and  27%  from 
international  sources. 

Divestitures 

In  June  1992,  D&B  Software  sold  its  Information 
Associates  (lA)  unit  to  Systems  & Computer 
Technology  Corporation  of  Malvern  (PA)  for 
approximately  $22.5  million 


...45% 
...15% 
...10% 
....  5% 
....  5% 
....  5% 
...15% 
100% 


Clients  are  generally  large  corporations  with 
revenue  in  excess  of  $100  million. 
Approximately  75%  of  the  Fortune  500 
companies  use  one  or  more  of  the  company's 
products. 

D&B  Software's  revenue  is  derived 
approximately  as  follows: 


• lA,  based  in  Rochester  (NY),  markets  and 
supports  administrative  and  human  resources 
software  for  IBM  mainframe  and  DEC  markets 
to  the  higher  education  market. 


• With  1991  revenue  of  about  $30  million,  lA 
had  an  installed  base  of  more  than  500  colleges 
and  universities. 
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Employees 

D&B  Software  has  approximately  2,500 
employees  worldwide,  segmented  as  follows: 


Americas 2,000 

Europe 300 

Aisa/Pacific 200 


2,500 


Approximately  700  employees  are  in  Atlanta  and 
500  are  in  Framingham  (MA). 

Key  Products  and  Services 

D&B  Software  currently  offers  more  than  50 
software  packages  for  various  computers,  as 
summarized  in  Exhibits  B,  C,  D and  E. 

SmartStream  Series 


The  SmartStream  Series  is  a client/server-based 
enterprise  automation  solution  comprised  of 
integrated  business  applications,  decision  support 
facilites  and  a workflow-enabled  platform. 
SmartStream  Series  products  are  summarized  in 
Exhibit  B and  include. 


• Financial  Stream™  applications  for  financial 
control  and  recordkeeping  (released  in  1993) 

• HR  Stream™  applications  for  cross-functional 
access  to  strategic  human  resource  information 
(released  Q2  1994) 

• Distribution  Stream™  applications  for 
improving  customer  service  (Q4  1994) 

• Manufacturing  Stream™  applications  for 
reducing  time-to-market  (Q4  1 994) 

• SmartStream  Decision  Support  applications  for 
re-engineering  management  reporting 


• The  SmartStream  platform  for  automation 
workflow  and  delivery  of  information. 

There  are  currently  300  SmartSteam/Financial 
Stream/D SS  installations. 

The  SmartStream  platform  is  a Microsoft 
Windows-based  client/server  environment  using 
Sybase's  SYBASE  SQL  server  database  for 
decision  support  and  transaction  processing 
applications  that  unifies  D&B  Software's  fully  re- 
engineered client/server  applications. 

• Server  environments  supported  include  Intel 
486  or  compatible  running  OS/2,  HP  9000 
running  HP-UX,  Data  General  AViiON  running 
DG/UX,  IBM  RS/6000  running  IBM  AIX  and 
Sun  SPARC  running  Sun/Solaris. 

• Network  environments  supported  include  IBM 
LAN  SErver,  MS  LAN  Manager,  Novell 
Netware,  TCP/IP,  LU  6.2  and  EDA/SQL. 

• Client  environments  supported  include  IBM 
486  or  higher  PC  or  compatible,  PC  DOS  5.0 
or  higher,  MS  Windows  3. 1 or  higher. 

• SmartStream  Analyzer  allows  users  to  access 
and  analyze  financial,  human  resource, 
distribution  and  manufacturing  information. 

• InterQ  functions  as  the  link  between  a 
customer's  existing  host-computer  applications 
(middleware)  software  and  the  network. 

• Management  Report  allows  organizations  to 
create  and  review  board  room  quality  financial 
reports. 
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Exhibit  B 

D&B  Software  SmartStream  Products 


Financial  Stream 

Financial  Records 
Budget  * 

Project/Program  Mangement 

Payables 

Receivables 

Credit  Management 

Asset  Management 

HR  Stream 

Recruiting 

Employment 

EEO/AA 

Job/Position  Management 
Training 

Career  Management 
Compensation 
Benefits  Administration 
Vehicle  Administration 
Employee  Relations 
Health  and  Safety 
Time  and  Attendance 
Payroll 

Expatriate  Administration 

Distribution  Stream 

Order  Management 

Inventory  Management  and  Control 

Purchasing 

Dock  Management 

Sales  Forecasting 

Distribution  Requirements  Planning 

Warehouse  Management 

Traffic  Management 

Configuration  Management 

Sales  Management  and  Analysis 

Manufacturing  Stream 

Product  Definition 

Manufacturing  Planning 

Process  and  Routings 

Product  Costing 

Master  Production  Scheduling 

Capacity/Rough  Cut  Capacity  Planning 

Shop  Floor  Control 

Quality  Management 

Finite  Scheduling 

Plant  Maintenance 

Tool  Management 

Manufacturing  Execution  Systems 

* Also  available  as  a standalone  module. 
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Financial  Stream,  released  in  1993,  includes  a 
core  of  integrated  financial  applications  that 
provide  cross-functional  monitoring  of  critical 
financial  information  and  business  processes  and 
provides  feedback  for  proactive  decision-making. 


• Financial  Stream  is  available  under  HP's  9000 
HP-UX,  Data  General’s  AViiON  Series 
DG/UX,  Sun  SPARC  Solarisa  nd  IBM 
RS/6000  AIX  server  environments;  IBM  LAN 
Server,  MS-LAN  Manager,  Novell  Netware, 
TCP/IP,  Novell  LAN  Workplace,  FTP  PC/TLP 
network  environments;  IBM  486  or  higher  PC 
or  compatible,  PC  DOS  3.3  or  higher,  MS 
Windows  3. 1 or  higher  client  environments;  and 
supports  the  SYBASE  SQL  Server  database. 

• Pricing  begins  at  $225,000,  including  the  first 
year's  support. 


HR  Stream,  released  in  May  1994,  is  an 
integrated  client/server  human  resources 
application  that  incorporates  enterprise-wide 
global  human  resources  functionality  and 
workflow  technology. 


• HR  Stream  is  available  under  HP's  9000/HP- 
UX  and  Data  General's  AViiON  5000-8000 
Series  DG/UX  and  IBM  RS/6000  server 
environments;  IBM  LAN  Server,  MS-LAN 
Manager,  Novell  Netware  and  TCP/IP  network 
environments;  IBM  486  or  higher  PC  or 
compatible,  PC  DOS  5.0  or  higher,  MS 
Windows  3.1  or  higher  client  environments;  and 
supports  the  SYBASE  SQL  Server  database. 


Manufacturing  Stream  is  a fully  distributed, 
integrated  suite  of  manufacturing  applications  for 
process  and  discrete  environments.  It  supports 
flexible  manufacturing  strategies  for  just-in-time. 


Kanban  inventory  movement,  and  activity-based 
costing  practices. 

• Manufacturing  Stream  will  be  available  under 
HP's  9000/HP-UX  and  Data  General's  AViiON 
5000-8000  Series  DG/UX  server  environments; 
IBM  LAN  Server,  MS-LAN  Manager,  Novell 
Netware  and  TCP/IP  network  environments; 
IBM  486  or  higher  PC  or  compatible,  PC  DOS 
5.0  or  higher,  MS  Windows  3.1  or  higher  client 
environments;  and  will  support  the  SYBASE 
SQL  Server  database. 

• Manufacturing  Stream  is  scheduled  for  release 
the  fourth  quarter  of  this  year. 

Distribution  Stream  is  a fully  integrated  suite  of 
distribution  applications  that  support 
manufacturing,  distribution  and  materials-oriented 
service  companies. 

• Distribution  Stream  will  be  available  under  HP's 
9000/HP-UX  and  Data  General's  AViiON 
5000-8000  Series  DG/UX  server  environments; 
IBM  LAN  Server,  MS-LAN  Manager,  Novell 
Netware  and  TCP/IP  network  environments; 
IBM  486  or  higher  PC  or  compatible,  PC  DOS 
5.0  or  higher,  MS  Windows  3.1  or  higher  client 
environments;  and  will  support  the  SYBASE 
SQL  Server  database. 

• Distribution  Stream  is  scheduled  for  release  the 
fourth  quarter  of  this  year. 

Cross-Industry  Products: 

D&B  Software  currently  offers  a range  of 
accounting/financial  and  other  cross-industry 
application  products  as  shown  in  Exhibits  C and 
D 
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Exhibit  C 

D&B  Software  Cross-Industry  Software  Products 


Product 

Application 

Number  Installed 

Accounting/Financial 

General  Ledger  System  (1)(2)(6) 

General  ledger  and  financial  reporting 

5,950 

Accounts  Receivable  System 

Accounts  receivable/credit  management 

1,350 

(1)(2)(6) 

Accounts  Payable  System  (1)(2)(6) 

Invoice  processing,  cash  disbursements,  and 

3,600 

reconciliation  management 

Project  Mangement  System  (1)(2)(6) 

Project  management  inforrriation  system 

725 

Fixed  Assets  System  (1)(2)(6) 

Fixed  assets  information  system 

3,000 

Budgetary  Control  System  (1) 

Budgetary  control  information  system 

150 

Financial  Controller  System  (1)(6) 

Integrated  accounting  information  system 

1,300 

Currency  Management  System  (1)(6) 

Currency  information  management 

225 

ALLTAX  (4) 

Payroll  tax  calculation  system 

4,000 

PLUS  Series  (5) 

- A/P  PLUS 

Accounts  payable  system 

200 

- G/LPLUS 

General  ledger  system 

400 

General 

Inventory  System  (1)(6) 

Inventory  control  information  system 

700 

Purchasing  System  (1)(2)(6) 

Purchasing  management  system 

1,300 

Distribution  Resource  Planning  (1)(6) 

Inventory  planning,  management,  reporting 

100 

Order  Processing  System  (1)(6) 

Order  information  management  and  reporting 

150 

Forecasting  System  (1)(6) 

Demand/sales  forecasting  and  reporting 

100 

Open  Millennium  (3) 

Cross-industry,  UNIX-based  applications 

750 

(1)  Available  for  IBM  and  compatible  mainframes 

(2)  Also  available  for  DEC  VAX  systems 

(3)  Available  for  HP  9000,  Data  General  AViiON  8800  and  ICL  DRS  systems. 

(4)  Available  for  IBM  mainframes,  System/38,  AS/400;  Unisys  A,  V,  S;  DEC  V/\X;  Honeywell;  NCR;  Data 
General;  HP  3000 

(5)  Available  for  IBM  System/38  and  AS/400;  Bull  (France  only) 

(6)  Includes  BrightView/IBM  9370  component. 
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Exhibit  D 

D&B  Software  Cross-Industry  Software  Products 


Product 

Application 

Number  Installed 

Human  Resources 
HR  Personnel/Payroll  System  (1)(6) 

Personnel/payroll  information  management 

2,850 

Benefits  Administration  System  (1) 

Complex  plan  administration,  benefits 

250 

Time  Entry  Workstation  (3) 

reporting  and  recordkeeping  system 
Remote  access  time  card  reporting 

100 

TotalHR  (3) 

- Personnel  Resource 

Personnel  management  system 

400  modules 

- Payroll  Resource 

Payroll  management  system 

- COBRA  Resource 

COBRA  administrative  system 

- Profit  Sharing  Resource 

Defined  contribution  management  system 

- Pension  Resource 

Defined  benefit  management  system 

- Flex  Resource 

Administers  flexible  spending  accounts 

- The  Human  Resource  Tools- 

Customization  tools/editors 

Application  Development  and 
Report  Writer  Tools  (1)(2) 
System  Development  Tool  (SDT) 

4GLtool  for  developing  on-line  applicaitons 

750 

Management  Report  Writer  (MRW) 

Nonprocedural  mainframe  report  writer 

400 

ViewPrint 

Cross-application  detail  report  writer 

600 

For  Your  Information  (FYI) 

On-line  real-time  memorandum  system 

200 

Information  Expert 

Information  access  facility 

3,000 

Batch  Transaction  Processor 

Batch  processor 

200 

Connectivity  Tools  (1)(3) 
PC  Link 

Micro-mainframe  link 

1,150  (host) 

Link  Reporter 

PC  report  writer 

8,000  (micro) 
250 

ExperlLink' 

Micro-mainframe  connectivity  tool 

1,000 

FrontLine  ViewBuilder 

Workstation  development  tool 

35 

(1)  Available  for  IBM  and  compatible  mainframes 

(2)  Also  available  for  DEC  VAX  systems 

(3)  Available  for  IBM  and  compatible  microcomputers. 

(4)  Available  for  IBM  mainframes,  System/38,  AS/400;  Unisys  A,  V,  S;  DEC  V/\X;  Honeywell;  NCR;  Data 
General;  HP  3000 

(5)  Available  for  IBM  System/38  and  AS/400;  Bull  (France  only) 

^ (6)  Includes  BrightView/IBM  9370  component. 

c 
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• Various  products  are  available  for  IBM  370, 
ES/9000,  43XX,  30XX,  9370,  System/38,  PC 
XT/AT  and  PS/2;  Unisys  1 10,  2200,  V series, 
A series,  29XX,  49XX,  59XX  and  7XXX; 
Honeywell  Bull  DPS  8,  DPS  90  and  DPS 
8000;  NCR  85XX,  86XX,  88XX  and  9800; 
ICL;  Fujitsu;  and/or  DEC  VAX  Systems. 

• The  Bright  View  component  of  these  products 
allows  a portion  of  the  information  processing 
previously  executed  on  the  mainframe  to  be 
performed  on  an  intelligent  workstation. 

Open  Millennium  applications  provide 
mainframe-class  functionality  on  less  expensive 
UNIX  operating  system  plaforms  to  support 
enterprise  objectives  to  reduced  costs  and 
enable  distributed  computing.  Applications  are 
available  for  general  ledger,  currency 
management,  accounts  payable,  accounts 
receivable,  inventory  control,  purchasing  and 
fixed  assets. 

Industry-Specific  Products: 

D&B  Software  offers  software  products  for  the 
manufacturing  and  healthcare  industries  and 
government,  as  summarized  in  Exhibit  E. 

AMAPS  Manufacturing  applications  are 
provided  for  the  HP  3000  and  IBM  370,  390, 
43xx  and  9370  mainframes.  AMAPS  systems 
support  repetitive/just-in-time,  process,  and 
government  contract  manufacturing 
environments.  Versions  of  AMAPS  are 
available  as  follows: 

• AMAPS/Q  manufacturing  system  is  marketed 
to  repetitive/just-in-time  discrete 


manufacturers  and  has  capabilities  to  support 
process  manufacturers.  It  is  used  in  single- 
plant and  multiple-plant  environments. 


• AMAP  S/3 000/XL  is  an  integrated 
manufacturing  and  financial  system  used  by 
repetitive/just-in-time,  discrete  and  process 
manufacturers  in  single-plant  and  multiple- 
plant  environments.  It  runs  on  HP  3000/XL 
MPE  systems. 


• AMAPS/36  and  AMAPS/38  are  marketed 
primarily  outside  the  U.S.  to  large-system 
customers  with  distributed  environments, 
multinational  manufacturers  and 
manufacturers  migrating  from  a mainframe  to 
a minicomputer  environment.  Manufacturing 
modules  support  production  control 
requirements.  Financial  modules  support 
cash  and  financial  management.  The  products 
run  on  IBM  System  36  and  38  computers. 

• AMAPS/G  manufacturing  system  is  marketed 
to  manufacturers  who  manufacture  for 
contractors,  primarily  government 
contractors. 


• D&B  Software's  CIM  Partners  Program 
provides  for  the  cooperative  development  of 
interfaces  between  D&B  Software 
manufacturing  products  and  products  from 
other  vendors. 


Management  Analysis  and  Response  Systems 
for  Government  (MARS/G)  include  a family  of 
financial,  materials  management  and  human 
resources  applications  for  IBM  370  architecture 
computers  targeted  to  local,  county,  state  and 
federal  government. 
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Exhibit  E 

D&B  Software  Industry-Specific  Products 


Product 

Application 

Number  Installed 

Manufacturing:  AMAPS  (1)  (4) 

Advanced  Manufacturing  Applications  Product 
Suite 

- Bill  of  Material 

- Capacity  Requirements  Planning 

- Contract  Costing 

- Contract  Engineering 

- Cost  Development 

- Cost  Management 

- Demand  Forecasting 

- Distribution  Resource  Planning 

- Finite  Scheduling 

- Lot  Traceability 

- Master  Production  Scheduling 

- Material  Control 

- Material  Requirements  Planning 

- Multiple  Plant  Management 

- Multiproduct  Management 

- Order  Processing 

- Process  and  Routing 

- Purchasing  Control 

- Sales  Promotions 

- Schedule-Managed  Production 

- Shop  Floor  Control 

1,000 

Factory  Control  and  Management 
System  (2) 

Factory  operations  and  communications 

1,000 

Government 

Management  Analysis  and  Response 
System  for  Government  (MARS/G) 

Financial  and  materials  management  system 

125 

Health  Care  (3) 

Modules  for  Case  Mix,  Cost  Accounting  and 

Healthcare  Decision  Support  System 

Productivity  Analysis 

30 

(1)  Available  for  IBM  mainframes,  9370,  AS/400,  System/36  & 38;  and  HP  3000/XL 

(2)  Available  for  Tandem  CLX,  VLX,  Cyclone 

(3)  Available  for  IBM  mainframes 

(4)  Includes  BrightView  component 
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Support  Services: 

D&B  Software  offers  its  customers  a support 
network  of  worldwide  field  support  offices,  a 
toll-free  help  line  for  voice  and  on-line  computer- 
based  support,  remote  diagnostics  and  individual 
product  group  support. 

• SmartStream  Assistant  is  an  electronic 
communication  and  support  tool  for  help  desk 
management.  It  assists  users,  through  built-in 
facilities,  with  troubleshooting  and  permits 
downloading  of  software  fixes  and 
enhancements  from  the  product  support 
database. 

• Insight,  the  company's  on-line  support  service, 
allows  customers  to  access  information,  such  as 
D&B  Software  news,  education  schedules  and 
user  meeting  information.  Customers  can  also 
download  system  updates,  bulletins  and  fixes  on 
their  own  systems. 

• Regional,  national  and  international  industry- 
specific  and  special-interest  user  group 
meetings  are  held  during  the  year  to  offer  users 
further  support  and  provide  customers  with  a 
forum  for  sharing  ideas  and  information. 

Consulting  support  provided  by  D&B  Software 
includes  services  to  assist  customers  with 
implementation  and  ongoing  system  use.  New 
services  include  network  planning  and 
configuration,  implementation  workshops, 
enterprise  modeling  workshops  and  team  analysis 
requirements  gathering. 

Customer  training  programs  are  available  in  the 
U.S.  and  in  major  cities  nationwide. 


• D&B  Software  instructors  teach  courses  in 
application  and  data  processing  aspects  of  D&B 
Software  products  at  D&B  Software  education 
centers  or  customer  sites. 


• D&B  Software  also  offers;  computer-based 
training  programs  to  help  users  learn  system 
topics  at  their  own  pace,  packaged  training 
materials  that  allow  customers  to  duplicate,  in 
their  own  offices,  topics  covered  in  D&B 
Software  education  centers;  and  self-study 
materials  that  allow  customers  to  design 
training  programs  for  their  employees,  based  on 
individual  needs. 

Clients 

Major  clients  include  Weyerhaeuser,  LSI  Logic, 

Amoco  and  Phillips  Petroleum. 


Marketing  and  Sales 

D&B  Software  sells  its  products  primarily 
through  a direct  sales  force. 

TotalHR  is  also  marketed  through  resellers. 

Alliances 

D&B  Software  has  established  third-party 
development  and/or  marketing  relationships  with 
a number  of  vendors. 


• The  company  works  closely  with  hardware 
vendors,  including  IBM,  DEC,  Hewlett- 
Packard,  Data  General,  ICL,  Hitachi,  Fujitsu, 
Bull,  Sun  and  Tandem 


• Technology  development  partners  include 
Sybase,  Powersoft,  Microsoft,  Andersen 
Consulting,  Price  Waterhouse,  Industrial 
Computer  Corp.,  Sterling  Software,  TimeLink, 
Brooks-Allan,  Lowry  Computer  Products, 
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Quality  Software  Services,  Kitimat  Systems, 
Spra  and  Comshare. 


Competitors 

D&B  Software's  major  competitors  in  the 
client/server  area  include  PeopleSoft,  SAP 
America  and  Oracle. 


Mainframe,  cross-industry  applications  software 
competitors  include  SAP  America  and  Walker 
Interactive. 


Manufacturing  software  competitors  include  SAP 
and  Oracle. 

INPUT  Assessment 

D&B  Software's  strengths  include: 

•A  broad  product  line  and  the  expansion  of  its 
applications  to  client/server  platforms. 


• The  workflow  design  of  the  SmartStream 
client/server  product  line  is  built  in  as  a core 
component  of  its  applications  platforms  rather 
than  incorporated  into  an  existing  product  line. 


A key  challenge  for  D&B  Software  is  overcoming 
continuing  declines  in  mainframe  software 
revenue. 


Parent  Company: 

Dun  & Bradstreet  Corporation 
200  Nyala  Farms 
Westport,  CT  06880 
(203)  222-4200 

c 
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DUN  & BRADSTREET 
SOFTWARE 
SERVICES,  INC. 

550  Cochituate  Road 
Framingham,  MA  01701 
(508)  370-5000 

3445  Peachtree  Road,  N.E. 
Atlanta,  GA  30326 
(404)  239-2000 


John  P.  Imlay  Jr.,  CEO 
Hank  Holland,  President  and  COO 
Division  of  The  Dun  & Bradstreet 
Corporation 

Total  Employees:  3,500 
Total  Revenue,  Fiscal  Year  End 
11/30/91:  $485,000,000* * 


•INPUT  estimate 


The  Company  Dun  & Bradstreet  Software  Services  (D&B  Software)  develops, 

markets,  and  supports  financial,  human  resource,  materials 
management,  manufacturing,  and  higher  education  software 
products  and  tools  and  provides  associated  training  and  consulting 
services. 

• D&B  Software,  which  operates  as  a division  of  The  Dun  & 
Bradstreet  Corporation  (D&B),  was  formed  in  March  1990  with 
the  merger  of  Management  Science  America,  Inc.  (MSA)  and 
McCormack  & Dodge  Corporation  (M&D). 

• The  company  currently  has  nearly  40,000  systems  installed 
serving  12,000  customers  worldwide. 

D&B  Software's  current  software  development  efforts  are  based  on 
the  belief  that  client/server  computing  will  become  the  prevailing 
architecture  for  the  1990s  and  beyond. 

• The  company  is  now  investing  in  four  major  technologies  to 
support  a client/server  architecture  and  increased  user  efficiency, 
including: 

- Graphical  user  interfaces  on  desktop  workstations 

- A relational  data  base  model 

- Groupware-enabled  systems,  using  technologies  such  as 
workflow  management  and  electronic  mail 

- Connectivity  of  desktops,  LANs,  and  existing  host-based 
applications 


December  1991 


Copyright  1991  by  INPUT.  Reproduction  Prohibited. 


Page  1 of  10 


DUN  & BRADSTREET  SOFTWARE  SERVICES 


INPUT 


• D&B  Software  is  using  Powersoft's  PowerBuilder  programming 
environment  to  develop  client  modules  that  add  value  to  existing 
applications  within  a client/server  environment. 

• In  August  1991,  D&B  Software  also  acquired  the  rights  to  the 
WiJit  user-enabling  groupware  technology  for  use  with  its 
client/server  products. 

• In  September  1991,  the  company  announced  its  intent  to  support 
IBM's  Information  Warehouse  strategy  through  its  client/server 
applications. 

• Subsequent  to  IBM's  armouncement  of  OS/2  2.0  in  October 
1991,  D&B  Software  announced  it  would  develop  client/server 
applications  that  exploit  IBM's  OS/2  2.0  capabilities  as  a server. 

• In  December  1991,  D&B  and  Sybase  announced  a strategic 
partnership  under  which  D&B  Software  will  incorporate  and 
resell  the  SYBASE  SQL  Server  relational  data  base  management 
system  with  its  upcoming  client/server  products. 

• In  December  1991,  D&B  Software  and  Cognos  Incorporated 
finalized  a partnership  whereby  D&B  Software  will  incorporate 
and  resell  Cognos'  PowerPlay  desktop  executive  information 
system  with  D&B  Software's  upcoming  client/server  applications 
as  an  information  exploration  and  display  tool  for  analysis  and 
decision  support. 

INPUT  estimate  D&B  Software's  fiscal  1991  revenue  was  about 

$485  million,  a 2%  increase  over  fiscal  1990  revenue  of  $475 

million. 

• The  modest  growth  during  1991  was  attributed  to  the  continued 
softness  in  the  mainframe  computer  industry  and  weak  economic 
conditions. 

D&B  Software's  current  organization  structure  is  summarized  in 

Exhibit  A.  D&B  Software  units  include  the  following: 

■ Advanced  Manufacturing  International  (AMI),  formerly  part  of 
MSA,  now  operates  as  a division  of  D&B  Software.  AMI, 
headquartered  in  Eagan  (MN),  provides  the  AMAPS  family  of 
MRP  II,  financial,  and  distribution  applications  software 
products  for  manufacturers. 

• Information  Associates,  Inc.  (lA),  formerly  a unit  of  MSA,  now 
operates  as  a subsidiary  of  D&B  Software.  Headquartered  in 
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Key  Products  and 
Services 


Rochester  (NY),  lA  provides  financial  and  human  resources 
administrative  software  and  related  professional  services  for 
higher  education. 

D&B  Software  also  has  foreign  subsidiaries  in  Australia, 
Belgium,  Brazil,  Canada,  France,  Italy,  Japan,  the  Netherlands, 
New  Zealand,  Singapore,  Spain,  the  U.K.,  and  West  Germany. 


INPUT  estimates  that  approximately  80%  of  D&B  Software's 
revenue  is  derived  from  applications  software  products  and 
associated  maintenance  services  and  20%  from  consulting  and 
training  professional  services. 

D&B  Software  currently  offers  over  50  software  packages  for 
various  computers,  as  summarized  in  Exhibits  B,  C,  and  D. 

Cross-Industry  Products: 

D&B  Software  currently  offers  a range  of  accounting/financial  and 
other  cross-industry  application  products  for  IBM  370,  ES/9000, 
43XX,  30XX,  9370,  System/38,  AS/400,  PC  XT/ AT,  and  PS/2; 
Unisys  110, 2200,  V series,  A series,  39XX,  49XX,  59XX,  and 
7XXX;  Honeywell  Bull  DPS  8,  DPS  90,  and  DPS  8000;  NCR  85XX, 
86XX,  88XX,  and  9800;  ICL;  Fujitsu;  and  DEC  VAX  systems. 

• D&B  Software's  offerings  include  accounting/financial  and 
human  resources  products  formerly  marketed  as  the  Millennium 
Series  (or  M Series)  by  M&D  and  the  Expert  Series  (or  E Series) 
by  MSA. 

• The  BrightView  component  of  these  products  allows  a portion  of 
the  information  processing  previously  executed  on  the 
mainframe  to  be  performed  on  an  intelligent  workstation. 

Industry-Specific  Products: 

Manufacturing  applications  are  provided  for  the  HP  3000,  DEC 
VAX,  IBM  System/38,  and  AS/400  midrange  systems,  as  well  as 
IBM  mainframes. 

• AMAPS  systems  support  repetitive/just-in-time,  process,  and 
government  contract  manufacturing  environments.  Versions  of 
AMAPS  are  available  as  follows: 
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EXHIBIT  B 


D&B  SOFTWARE  CROSS-INDUSTRY  SOFTWARE  PRODUCTS 


Product 

Application 

Number 

Installed 

Accounting/Financial 

General  Ledger  System  * 
(1)(2)(6) 

General  ledger  and  financial  reporting 
information  system 

5,950 

Accounts  Receivable  System 
(1)(2)(6) 

Accounts  receivable/credit  management 
system 

1,350 

Accounts  Payable  System 
(1)(2)(6) 

Invoice  processing,  cash  disbursements, 
and  reconciliation  management  system 

3,600 

Project  Management  System 
(1)(2)(6) 

Project  management  information  system 

725 

Fixed  Assets  System  (1){2)(6) 

Fixed  assets  information  system 

3,000 

Budgetary  Control  System  (1) 

Budgetary  control  information  system 

150 

Financial  Controller  System  (1)(6) 

Integrated  accounting  information  system 

1,300 

Currency  Management  System 
(1)(6) 

Currency  information  management  system 

225 

ALLTAX  (4) 

Payroll  tax  calculation  system 

4,000 

PLUS  Series  (5) 
A/P  PLUS 
G/L  PLUS 

Accounts  payable  system 
General  ledger  system 

200 

400 

Human  Resources 

HR  Personnel/Payroll  System  * 
(1)(6) 

Personnel  and  payroll  information 
management  system 

2,850 

Benefits  Administration  System  * (1) 

Complex  plan  administration,  benefits 
reporting,  and  recordkeeping  system 

250 

Time  Entry  Workstation  (3) 

Remote  access  time  card  reporting 

New 

* Includes  support  for  DB2. 

{ 1)  Available  for  IBM  and  compatible  mainframes 

(2)  Also  available  for  DEC  VAX  systems 

(3)  Available  for  IBM  and  compatible  microcomputers 

(4)  Available  for  IBM  mainframes,  System/38,  AS/400;  Unisys  A,  V,  S;  DEC  VAX;  Honeywell;  NCR; 
Data  General;  HP  3000 

(5)  Available  for  IBM  System/38  and  AS/400;  Bull  (France  only) 

(6)  Includes  BrightView/IBM  9370  component 
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EXHIBIT  C 

D&B  SOFTWARE  CROSS-INDUSTRY  PRODUCTS  AND  TOOLS 


Product 

Application 

Number 

Installed 

Human  Resources  (cont.) 

The  Human  Resource  (3) 
Personnel  Resource 
Payroll  Resource 
COBRA  Resource 
Profit  Sharing  Resource 
Pension  Resource 
Rex  Resource 
The  Human  Resource  Tools 

Personnel  management  system 
Payroll  management  system 
COBRA  administrative  system 
Defined  contribution  management  system 
Defined  benefit  management  system 
Administers  flexible  spending  accounts 
Customization  tools/editors 

175  modules 

General 

Inventory  System  (1)(5) 

Inventory  control  information  system 

700 

Purchasing  System  (1 ) (2)  (5) 

Purchasing  management  system 

1,300 

Distribution  Resource  Planning 
System  (1)(5) 

Inventory  planning  and  management 
information  and  reporting 

100 

Order  Processing  System  (1)(5) 

Order  management  information  and 
reporting 

150 

Forecasting  System  (1)(5) 

Demand/sales  forecasting  and  reporting 
system 

100 

Application  Development 
and  Report  Writer  Tools  (1)(2) 

System  Development  Tool  (SDT) 
Management  Report  Writer  (MRW) 
ViewPrint 

For  Your  Information  (FYI) 
Information  Expert 
Batch  Transaction  Processor 

4GL  tool  for  developing  on-line  applications 
Nonprocedural  mainframe  report  writer 
Cross-application  detail  report  writer 
On-line  real-time  memorandum  system 
Information  access  facility 
Batch  processor 

750 

400 

600 

200 

3,000 

200 

Connectivity  Tools  (1)(3) 

PC  Link 

Link  Reporter 
ExpertLink 

FrontLine  ViewBuilder 

Micro-mainframe  link 
PC  report  writer 

Micro-mainframe  connectivity  tool 
Workstation  development  tool 

1,150  (host) 
8,000  (micro) 
250 
1,000 
35 

( 1)  Available  for  IBM  and  compatible  mainframes 


(2)  Also  available  for  DEC  VAX  systems 

(3)  Available  for  IBM  and  compatible  microcomputers 

(4)  Available  for  IBM  mainframes,  System/38,  AS/400;  Unisys  A,  V,  S;  DEC  VAX;  Honeywell;  NCR; 
Data  General;  HP  3000 

(5)  Includes  BrightView/IBM  9370  component 
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EXHIBIT  D 

D&B  SOFTWARE  INDUSTRY-SPECIFIC  PRODUCTS 


Product 

Application 

Number 

Installed 

Manufacturing 

AMAPS  (1)(5) 

Advanced  Manufacturing  Applications 
Product  Suite 
Bill  of  Material 

Capacity  Requirements  Planning 
Contract  Costing 
Contract  Engineering 
Cost  Development 
Cost  Management 
Demand  Forecasting 
Distribution  Resource  Planning 
Finite  Scheduling  (DEC  VAX  only) 

Lot  Traceability 

Master  Production  Scheduling 

Material  Control 

Material  Requirements  Planning 
Multiple  Plant  Management 
Multiproduct  Management 
Crder  Processing 
Process  and  Routing 
Purchasing  Control 
Sales  Promotions 
Schedule-Managed  Production 
Shop  Floor  Control 

1,000 

Factory  Control  and  Management 

Factory  operations  and  communications 

New 

System  (2) 

system 

Government 

Management  Analysis  and  Response 

Financial  and  materials  management 

125 

System  for  Government  (MARS/G) 

systems 

Higher  Education  (3) 

Higher  education  software 

Alumni  Development  System 

125 

Loan  Management  System 

50 

Student  Information  System 

250 

Financial  Records  System 

400 

Human  Resource  System 

225 

Health  Care  (4) 

Healthcare  Decision  Support  System 
with  modules  for  Case  Mix,  Cost 
Accounting,  and  Productivity  Analysis 

30 

C 1)  Available  for  IBM  mainframes,  9370,  AS/400,  System/36  & 38;  and  HP  3000/XL 


(2)  Available  for  Tandem  CLX,  VLX,  Cyclone 

(3)  Available  for  IBM  and  compatible  mainframes  and  DEC  VAX  systems 

(4)  Available  for  IBM  mainframes 

(5)  Includes  BrightView  component 


December  1991 


Copyright  1991  by  INPUT.  Reproduction  Prohibited. 


Page  7 of  10 


DUN  & BRADSTREET  SOFTWARE  SERVICES 


INPUT 


- AMAPS/Q  manufacturing  system  is  marketed  to 
repetitive /just-in-time  discrete  manufacturers  and  has 
capabilities  to  support  process  manufacturers.  It  is  used  in 
both  single-plant  and  multiple-plant  environments. 

- AMAPS/3000/XL  is  an  integrated  manufacturing  and 
financial  system  used  by  repetitive/just-in-time,  discrete,  and 
process  manufacturers  in  both  single-plant  and  multiple-plant 
environments.  It  runs  on  HP  3000/XL  systems. 

- AMAPS/400  runs  on  IBM  AS/400  systems. 

- AMAPS/36  and  AMAPS/38  are  marketed  primarily  outside 
the  U.S.  to  large-system  customers  with  distributed 
environments,  multinational  manufacturers,  and 
manufacturers  migrating  from  a mainframe  to  a minicomputer 
environment.  Manufacturing  modules  support  production 
control  requirements.  Financial  modules  support  cash  and 
financial  management.  The  products  run  on  IBM  System  36 
and  38  computers. 

- AMAPS/G  manufacturing  system  is  marketed  to 
manufacturers  who  manufacture  for  contractors,  primarily 
government  contractors. 

• D&B  Software's  CIM  Partners  Program  provides  for  the 
cooperative  development  of  interfaces  between  D&B  Software 
manufacturing  products  and  products  from  other  vendors. 

• In  September  1991,  D&B  Software  and  HP  formed  an  agreement 
for  D&B  Software  to  migrate  its  logistics  software  (Demand 
Forecasting  and  Distribution  Resource  Planning)  to  the  HP  3000 
MPE/XL  by  mid- 1992. 

D&B  Software's  Information  Associates  business  unit  markets 
applications  software  targeted  to  colleges  and  universities. 

Through  Information  Associates,  Inc.,  D&B  Software  offers  higher 
education  administrative  software  for  DEC  VAX  and  MicroVAX 
systems,  as  well  as  IBM  mainframes. 

Management  Analysis  and  Response  Systems  for  Government 
(MARS/G)  are  a family  of  financial,  materials  management,  and 
human  resources  applications  for  IBM  370  architecture  computers 
targeted  to  local,  county,  state,  and  federal  government. 

• In  June  1991,  it  was  announced  that  TRACS,  developer  of  The 
Public  Interest,  a PC-based  portfolio  management  tool  for 
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Industry  Markets 


government,  will  offer  its  products  and  services  to  D&B  Software 
customers. 

Support  Services: 

D&B  Software  offers  its  customers  a support  network  of  worldwide 
field  support  offices,  a toll-free  help  line  for  both  voice  and  on-line 
computer-based  support,  remote  diagnostics,  and  individual  product 
group  support.  Regional,  national,  and  international  industry- 
specific  and  special-interest  user  group  meetings  are  held  during  the 
year  to  offer  users  further  support  and  to  provide  customers  with  a 
forum  for  sharing  ideas  and  information. 

Consulting  support  provided  by  D&B  Software  includes  services  to 
assist  customers  with  implementation  and  ongoing  system  use. 

Customer  training  programs  are  available  in  the  U.S.  and  in  major 
cities  nationwide. 

• D&B  Software  instructors  teach  courses  in  both  application  and 
data  processing  aspects  of  D&B  Software  software  at  D&B 
Software  education  centers  or  customer  sites. 

• D&B  Software  also  offers:  computer-based  training  programs  to 
help  users  learn  system  topics  at  their  own  pace;  packaged 
training  material  that  allows  customers  to  duplicate  in  their  own 
offices  topics  covered  in  D&B  Software  education  centers;  and 
self-study  materials  that  allow  customers  to  design  training 
programs  for  their  employees  based  on  individual  needs. 

• In  mid- 1991  the  company  also  announced  that  it  will  offer  a 
course  to  its  customers  on  disaster  recovery  planning. 


D&B  Software's  clients  are  generally  large  corporations  with 
revenue  in  excess  of  $100  million.  Approximately  75%  of  the 
Fortune  500  companies  use  one  or  more  of  the  company's  products. 

D&B  Software's  revenue  is  derived  approximately  as  follows: 


Manufacturing 

45% 

Banking  and  finance 

15% 

Government/education 

10% 

Distribution 

5% 

Commercial /transportation 

5% 

Health  care 

5% 

Other 

15% 

100% 
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• The  manufacturing  industry  is  the  largest  revenue  contributor. 
The  company  also  has  customers  in  the  banking,  insurance, 
utilities,  health  care,  education,  retail,  oil  and  gas,  and  real  estate 
markets,  as  well  as  state  and  local  governments. 

• To  date,  during  1991  major  contracts  have  been  signed  with 
Nichols  Institute,  Garden  City  Hospital,  the  Denver  Water 
Board,  Phillips  Petroleum,  PG&E,  and  Lockheed  Aeromod 
Center. 

D&B  Software  has  joint  marketing  agreements  with  Avatar 
Technologies,  DEC,  IBM,  and  Powersoft.  The  company  also  has  a 
national  Service  Partners  Program.  Current  members  include  Ernst 
& Young  and  Price  Waterhouse. 


Approximately  70%  of  D&B  Software's  1991  revenue  was  derived 
from  the  U.S.  and  30%  from  international  sources. 

D&B  Software  corporate  functions  are  located  in  Framingham 
(MA),  Atlanta  (GA),  and  Bristol  (U.K.).  The  company  also  has 
offices  in  Chicago  (IL);  Columbus  (OH);  Dallas  and  Houston  (TX); 
Denver  (CO);  Eagen  (MN);  Huntsville  (AL);  Irvine,  Los  Angeles, 
San  Diego,  and  San  Francisco  (CA);  Memphis  and  Nashville  (TN); 
Milwaukee  (WI);  Paramus  (NJ);  Bowie  (MD);  Novi  (MI);  Omaha 
(NE);  Philadelphia  (PA);  Raleigh  (NC);  Rochester  and  Syracuse 
(NY);  Seattle  (WA);  Tampa  (FL);  and  Washington,  D.C. 

Training  centers  are  in  Atlanta,  Chicago,  Eagan  (MN),  New  York, 
Framingham,  Dallas,  Los  Angeles,  Washington,  D.C.,  and  in 
Canada,  the  U.K.,  France,  and  the  Asia/Pacific  region. 

International  subsidiaries  are  located  in  Australia,  Belgium,  Brazil, 
Canada,  France,  Italy,  Japan,  the  Netherlands,  New  Zealand, 
Singapore,  Spain,  the  U.K.,  and  Germany. 

Distributors  are  located  in  Argentina,  Denmark,  Finland,  Hong 
Kong,  Indonesia,  Israel,  Italy,  Malaysia,  Mexico,  Norway,  Peru,  the 
Philippines,  Saudi  Arabia,  Singapore,  Sweden,  Taiwan,  Thailand, 
Turkey,  and  Venezuela. 
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DUN  & BRADSTREET  John  P,  Imlay  Jr.,  Chairman 

SOFTWARE  SERVICES,  INC.  Division  of  The  Dun  & Bradstreet 
550  Cochituate  Road  Corporation 

Framingham,  MA  01701  Total  Employees:  3,700 

(508)  370-5000  Total  Revenue,  Fiscal  Year  End 

11/30/89:  $440,000,000* * 

3445  Peachtree  Road,  N.E. 

Atlanta,  GA  30326 
(404)  239-2000 

*Pro  forma 


The  Company 


Dun  & Bradstreet  Software  Services  (DBS)  develops,  markets, 
and  supports  financial,  human  resource,  materials  man£%ement, 
manufacturing,  and  higher  education  software  products  and  tools 
and  provides  associated  training  and  consulting  services.  DBS  has 
nearly  40,000  systems  installed  worldwide. 

DBS,  which  operates  as  a division  of  The  Dun  & Bradstreet 
Corporation  (D&B),  was  formed  in  March  1990  with  the  merger 
of  Management  Science  America,  Inc.  (MSA)  and  McCormack  & 
Dodge  Corporation  (M&D). 

• MSA  was  acquired  by  D&B  earlier  this  year  for  approximately 

$333  million. 

- Founded  in  1963,  MSA  offered  a range  of  application 
software  packages  primarily  for  use  on  medium-  to  large- 
scale  mainframes.  Packages  included  the  Expert  Series  of 
financial  and  human  resources  products  for  cross-industry 
applications,  as  well  as  functionally  specific  applications  for 
manufacturers,  financial  institutions,  government 
organizations,  health  care  providers,  educational  institutions, 
distributors,  and  insurance  firms.  The  company  has  licensed 
over  24,500  of  its  products  to  more  than  7,500  customers 
worldwide. 

- MSA  had  approximately  2,300  employees  at  the  time  of  the 
acquisition.  Calendar  1989  revenue  was  approximately  $255 
million. 

• M&D  was  formed  in  1969  and  acquired  by  D&B  in  1983. 

- M&D's  primary  product  line  included  the  Millennium  Series 
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of  financial  and  human  resource  applications.  M&D  has 
more  than  10,000  product  installations  worldwide. 

- M&D  had  approximately  1,900  employees  and  1989  revenue 
of  approximately  $185  million. 

On  a pro  forma  basis,  DBS'  1989  revenue  approximated  $440 

million.  It  is  estimated  that  1990  revenue  will  exceed  $450  million. 

DBS'  current  organization  structure  is  summarized  in  Exhibit  A. 

DBS  units  include  the  following: 

' Advanced  Manufacturing  International  (AMI),  formerly  part  of 
MSA,  now  operates  as  a division  of  DBS.  AMI,  headquartered 
in  Eagen  (MN),  provides  the  AMAPS  family  of  MRP  II, 
financial,  distribution,  and  human  resources  application 
software  products  for  manufacturers. 

• Information  Associates,  Inc.  (lA),  formerly  a unit  of  MSA,  now 
operates  as  a subsidiary  of  DBS.  Headquartered  in  Rochester 
(NY),  lA  provides  financial  and  human  resources 
administrative  software  and  related  professional  services  for 
higher  education. 

• DBS  also  has  foreign  subsidiaries  in  Australia,  Belgium,  Brazil, 
Canada,  France,  Italy,  Japan,  the  Netherlands,  New  Zealand, 
Singapore,  Spain,  the  U.K.,  and  West  Germany. 


and  One  hundred  percent  of  DBS'  revenue  is  derived  from  application 

software  products  and  associated  support  services. 

DBS  currently  offers  over  50  software  packages  for  various 
computers,  as  summarized  in  Exhibits  B,  C,  and  D. 

• DBS  offers  cross-industry  application  products  for  IBM  370, 
ES/9000, 43XX,  30XX,  9370,  System/38,  AS/400,  PC  XT/AT, 
and  PS/2;  Unisys  110,  2200,  V series,  A series,  39XX,  49XX, 
59XX,  and  7XXX;  Honeywell  Bull  DPS  8,  DPS  90,  and  DPS 
8000;  NCR  85XX,  86XX,  88XX,  and  9800;  ICL;  Fujitsu;  and 
DEC  VAX  systems. 

• Manufacturing  applications  are  also  provided  for  the  HP  3000, 
IBM  System/38,  and  AS/400  midrange  systems,  as  well  as  IBM 
mainframes. 

• Higher  education  administrative  software  is  available  for  DEC 
VAX  and  MicroVAX  systems,  as  well  as  IBM  mainframes. 
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EXHIBIT  A 


D&B  Software  Services,  Inc. 
Executive  Committee 


John  Imlay 
Chairman 


Jim  Alberg 

Bill  Evans 

Jim  Henderson 

Hank  Holland 

Michael  Hunt 

Sr.  VP  & 
General 
Counsel 

Exec.  VP, 
CFO 

Exec.  VP, 
Marketing, 
Technology  & 
Vertical  Markets 

Exec.  VP, 
Development  & 
Customer  Service 

Exec.  VP, 
International 
Operations 

— Research 

— Financial  Products 

— Manufacturing  Products 

— Materials  Management  Products 

— Human  Resources  Products 

— Information  Associates 
-AMI 


Ed  Kane 

Tom  McNeight 

Dean  Redfern 

VP,  Ouality 

Exec.  VP, 
U.S.  Field 
Operations 

Exec.  VP, 
General  Manager, 
Framingham 
Operations 
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EXHIBIT  B 

DBS  M SERIES  SOFTWARE  PRODUCTS 


Product 

Application 

Number 

Installed 

Price 

Millennium  Series  (1) 

GLM  (2) 

General  Ledger 

3,150 

$100,000-$21 5,000 

AR:M  (2) 

Accounts  Receivable 

400 

$130,000-$1 70,000 

AP:M  (2) 

Accounts  Payable 

1,800 

$95,000-$1 35,000 

PO:M  (2) 

Purchase  Order 

550 

$95, 000-$1 35,000 

FA;M  (2) 

Fixed  Assets 

1,600 

$56,000-$97,000 

CP:M  (2) 

Capital  Project 

450 

$47,000-$5 1,000 

CM:M 

Currency  Management 

75 

$65,000 

IC;M 

Inventory  Control 

New 

Contact  vendor 

HR:M 

Human  Resource  Management 
- Payroll 

550 

$1 20, 000-$1 70,000 

- Personnel 

550 

$99,000-$1 45,000 

- Applicant  Flow 

- 

$15,000-$20,000 

- Position  Control 

- 

$20,000-$25,000 

- Safety  and  Health 

- 

$15,000-$20,000 

Time  Entry  Workstation  (4) 

" Benefits  Administration 

250 

$50,000-$75,000 

Remote  access,  time  card  reporting 

New 

Contact  vendor 

M;SDT  (2) 

Application  development  tool 

600 

$80,000-$1 50,000 

M:MRW 

Mainframe  report  writer 

400 

$35,000 

M:FYI 

Memorandum  system 

200 

$10,000 

MrViewPrint 

Report  writer 

400 

$35,000 

Interactive  PC  Link  (2) 

Micro-to-mainframe  link 

1,150 

$35,000/mainframe 

Link  Reporter 

Report  writer  for  Interactive  PC  Link 

(mainframe) 

8,000 

(micro) 

250 

$1,1 00/micro 
Contact  vendor 

Batch  Transaction  Processor 

Batch  processor 

150 

$30,000-$40,000 

PLUS  Series  (3) 

A/P  PLUS 

Accounts  Payable 

200 

$35,000-$40,000 

G/L  PLUS 

General  Ledger 

400 

$40,000-$45,000 

PC  MinLink 

Micro-to-minicomputer  link 

150 

$4,500 

The  Human  Resource  (4) 

Personnel  Resource 

Personnel  management  system 

30 

$10,000-$1 5,000 

Payroll  Resource 

Payroll  management  system 

30 

$15,000-$20,000 

COBRA  Resource 

COBRA  administrative  system 

30 

$3,500 

Profit  Sharing  Resource 

Defined  contribution  management 
system 

Defined  benefit  management  system 

30 

$25,000 

Pension  Resource 

30 

$25,000 

( 1)  Available  for  IBM  and  compatible  mainframes 

(2)  Also  available  for  DEC  VAX  systems 

(3)  Available  for  IBM  System/38  and  AS/400  systems 

(4)  Available  for  IBM  and  compatible  microcomputers 
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EXHIBIT  C 

DBS  E SERIES  SOFTWARE  PRODUCTS 


Number 

Product 

Application 

Installed 

Price 

BrightView  Series  (1) 

General  Ledger  System 

2,800 

Contact  vendor 

Fixed  Assets  Accounting  System 

1,400 

Project  Tracking  System 

275 

Accounts  Payable  System 

1,700 

Purchasing  System 

600 

Inventory  System 

500 

Accounts  Receivable  System 

950 

Payroll/Personnel  System 

2,300 

Budgetary  Control  System 

150 

Foreign  ^change  System 

150 

Financial  Controller 

1,300 

AMAPS  (2) 

Advanced  Manufacturing  Applications 
Product  Suite 
Bill  of  Material 

1,000 

Contact  vendor 

Capacity  Requirements  Planning 
Contract  Costing 
Contract  Engineering 
Cost  Development 
Cost  Management 

Distribution  Resource  Planning 
Inventory  Control 
Lot  Traceability 
Master  Production  Scheduling 
Material  Control 

Material  Requirements  Planning 
Multiple  Plant  Management 

Multiproduct  Management 
Order  Management 
Order  Processing 
Process  and  Routing 
Purchasing  Control 
Sales  Forecasting 

Schedule-Managed  Production 
Shop  Roor  Control 

Standard  Costing 

Higher  Education  (3) 

Higher  education  software 
Alumni  Development  System 

125 

Contact  vendor 

Loan  Management  System 

50 

Student  Information  System 

250 

Financial  Records  System 

400 

Human  Resource  System 

225 

( 1)  Available  IBM  mainframes  and  9370  systems 

(2)  Available  for  IBM  mainframes,  9370,  AS/400,  System/36  & 38;  and  HP  3000/Spectrum 

(3)  Available  for  IBM  and  compatible  mainframes  and  DEC  VAX  systems 
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EXHIBIT  0 

DBS  E SERIES  AND  OTHER  SOFTWARE  PRODUCTS 


Product 

Application 

Number 

Installed 

Price 

E Series  (cont.) 

Information  Expert  (1) 

information  access  facility 

3,000 

Contact  vendor 

SmartView  (2) 

Executive  information  system 

New 

Contact  vendor 

Healthcare  Decision 
Support  System  (1 ) 

Decision  support  system  for 
health  care  iridustry 

50 

Contact  vendor 

Factory  Control  and 
Management  System  (3) 

Factory  operations  and 
communications  system 

New 

Contact  vendor 

Satellite  Series  (1)(4) 

AP;Satellite 

GL:Sateiiite 

Accounts  Payable 
General  Ledger 

100 

100 

$13,000 

$13,000 

ALLTAX  (5) 

Payroll  tax  calculation  system 

3,200 

Contact  vendor 

( 1)  Available  for  IBM  and  compatible  mainframes 

(2)  Available  for  IBM  PS/2s  or  above,  hosted  by  an  IBM  mainframe 

(3)  Available  for  Tandem  CLX,  VLX,  and  Cyclone  systems 

(4)  Also  available  for  IBM  and  compatible  microcomputers 

(5)  Available  for  IBM  mainframes.  System/38,  AS/400;  Unisys  A,  V,  S;  DEC  VAX;  Honeywell;  NCR; 
Data  General,  HP  3000 
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The  Millennium  Series  (or  M Series)  of  products  include  the 
Millennium,  PLUS  Series,  and  The  Human  Resource  (THR) 
product  lines  formerly  marketed  by  M&D. 

• This  product  line  include  cross-industry  applications  for 
financial  management/accounting  and  human  resource 
management.  Tools  for  application  development,  report 
writing,  micro-to-mainframe  linking,  and  office  communications 
are  also  available, 

• The  PLUS  Series  of  financial/accounting  software  products  are 
available  for  IBM  System/38  and  AS/400  computers.  The 
products  are  also  available  in  France  on  Honeywell  Bull 
computers. 

• The  Human  Resource  (THR)  product  line,  acquired  with  The 
Lawson  Group  in  January  1989,  includes  integrated  human 
resource  management  software  products  for  IBM  PC  XT/AT, 
PS/2,  and  compatible  microcomputers  running  MS-DOS.  The 
products  also  run  in  a local-area  network  environment  and  are 
written  in  dBASE  III. 

The  Expert  Series  (or  E Series)  product  line  includes  the 
BrightView,  SmartView,  AMAPS,  and  Information  Associates 
product  lines  formerly  marketed  by  MSA. 

• The  BrightView  series  of  financial  management  and  human 
resource  applications  allows  a portion  of  the  information 
processing  previously  executed  on  the  mainframe  to  be 
performed  on  an  intelligent  workstation. 

• AMAPS  systems  support  repetitive /just-in-time,  process,  and 
government  contract  manufacturing  environments.  Versions  of 
AMAPS  are  available  as  follows: 

- AMAPS/Q  manufacturing  system  is  marketed  to 
repetitive/just-in-time  discrete  manufacturers  and  has 
capabilities  to  support  process  manufacturers.  It  is  used  in 
both  single-plant  and  multiple-plant  environments. 

- AMAPS/3000  is  an  integrated  manufacturing  and  financial 
system  used  by  repetitive/just-in-time,  discrete,  and  process 
manufacturers  in  both  single-plant  and  multiple-plant 
environments.  It  runs  on  HP  3000  and  Spectrum 
minicomputers. 

- AMAPS/400  runs  on  IBM  AS/400  systems. 
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- AMAPS/36  and  AMAPS/38  are  marketed  primarily  to 
large-system  customers  with  distributed  environments, 
multinational  manufacturers,  and  manufacturers  migrating 
from  a mainframe  to  a minicomputer  environment. 
Manufacturing  modules  support  production  control 
requirements.  Financial  modules  support  cash  and  financial 
management.  The  products  run  on  IBM  System  36  and  38 
computers. 

- AMAPS/G  manufacturing  system  is  marketed  to 
manufacturers  who  manufacture  for  contractors,  primarily 
government  contractors. 

- DBS'  CIM  Partners  Program  provides  for  the  cooperative 
development  of  interfaces  between  DBS  manufacturing 
products  and  products  from  other  vendors.  AMI  currently 
has  CIM  Partners  agreements  with  Lxjwrey  Computer 
Products,  Tandem  Computers,  Computer  Communications 
Specialists,  Intermec  Corporation,  Vocam  Systems, 
Integrated  Industrial  Information,  and  Arro  Systems, 

• DBS'  Information  Associates  business  unit  markets  application 
software  targeted  to  colleges  and  universities. 

The  Satellite  Series  of  products  (originally  part  of  the  M&D 

product  line)  processes  data  on  IBM  and  compatible  computers 

for  mainframe  consolidation. 

Announcements  made  regarding  DBS'  software  products  include 

the  following: 

• In  September  1990,  DBS  announced  that  its  M and  E Series  of 
products  are  immediately  available  for  the  IBM  Enterprise 
System/9000  family  of  processors. 

' Also  in  September  1990,  DBS  announced  that  its  AMAPS 
product  line  will  be  available  for  the  IBM  AS/400  in  October 
1990. 

' In  May  1990,  DBS  and  Sterling  Software  announced  an 
agreement  whereby  DBS  will  develop  interfaces  between  its 
BrightView  and  Millennium  Series  software  and  Sterling's 
GENTRAN  and  TRANSLATOR  EDI  software  translation 
packages  for  IBM  and  DEC  computers. 

• In  May  1990,  DBS  announced  that  its  PO:M  (Purchase  Order) 
product  will  be  EDI-enabled  to  integrate  with  DEC/EDI. 
Availability  is  planned  for  the  spring  of  1991. 
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Industry  Markets 


DBS  offers  its  customers  a support  network  of  worldwide  field 
support  offices,  a toll-free  help  line  for  both  voice  and  on-line 
computer-based  support,  remote  diagnostics,  and  individual 
product  group  support.  Regional,  national,  and  international 
industry-specific  and  special-interest  user  group  meetings  are  held 
during  the  year  to  offer  users  further  support  and  to  provide 
customers  with  a forum  for  sharing  ideas  and  information. 

Consulting  support  provided  by  DBS  includes  services  to  assist 
customers  with  implementation  and  ongoing  system  use. 

Customer  training  programs  are  available  in  the  U.S.  and  in  major 
cities  nationwide. 

• DBS  instructors  teach  courses  in  both  application  and  data 
processing  aspects  of  DBS  software  at  DBS  education  centers 
or  customer  sites. 

• DBS  also  offers:  computer-based  training  programs  to  help 
users  learn  system  topics  at  their  own  pace;  packaged  training 
material  that  allow  customers  to  duplicate  in  their  own  offices 
topics  covered  in  DBS  education  centers;  and  self-study 
materials  that  allow  customers  to  design  training  programs  for 
their  employees  based  on  individual  needs. 


DBS'  clients  are  generally  large  corporations  with  revenue  in 
excess  of  $100  million.  Approximately  75%  of  the  Fortune  500 
companies  use  one  or  more  of  the  company's  products. 

DBS'  revenue  is  derived  approximately  as  follows: 


Manufacturing 

45% 

Banking  and  finance 

15% 

Government  / education 

10% 

Distribution 

5% 

Commercial/transportation 

5% 

Health  care 

5% 

Other 

15% 

100% 

• The  manufacturing  industry  is  the  largest  revenue  contributor. 
The  company  also  has  customers  in  the  banking,  insurance, 
utilities,  health  care,  education,  retail,  oil  and  gas,  and  real 
estate  markets,  as  well  as  state  and  local  governments. 

DBS  has  joint  marketing  agreements  with  Avatar  Technologies, 
DEC,  IBM,  GE  Information  Services,  Aion  Corp,  and 
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Geographic 

Markets 


Programmed  Intelligence  Corp.  In  addition,  the  company  has 
joint  initiatives  with  Andersen  Consulting,  Ernst  & Young, 
Coopers  & Lybrand,  and  Price  Waterhouse. 


Approximately  two-thirds  of  DBS'  1989  revenue  was  derived  from 
the  U.S.  and  one-third  from  international  sources. 

DBS  corporate  functions  are  located  in  Framingham  (MA), 
Atlanta  (GA),  and  London.  The  company  also  has  regional  offices 
in  Schaumburg  (IL),  Huntsville  (AL),  Los  Angeles  and  San  Mateo 
(CA),  Brookfield  (W),  Minneapolis  (MN),  Teaneck  (NJ), 

Bellevue  (WA),  and  McLean  (VA). 

Education  Centers  are  located  in  Atlanta,  Huntsville, 

Framingham,  Schaumburg,  and  Los  Angeles. 

International  subsidiaries  are  located  in  Australia,  Belgium, 

Brazil,  Canada,  France,  Italy,  Japan,  the  Netherlands,  New 
Zealand,  Singapore,  Spain,  the  U.K.,  and  West  Germany. 

Distributors  are  located  in  Argentina,  Denmark,  Finland,  Hong 
Kong,  Indonesia,  Israel,  Italy,  Malaysia,  Mexico,  Norway,  Peru,  the 
Philippines,  Saudi  Arabia,  Singapore,  Sweden,  Taiwan,  Thailand, 
Turkey,  and  Venezuela. 
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COMPANY  HIGHLIGHT 


DUN  & BRADSTREET  COMPUTER 
SOFTWARE  AND  SERVICES  GROUP 

1 87  Danbury  Road 
Wilton,  CT  06897 
(203)  762-251 1 


Robert  E.  Weissman,  Executive  Vice 
President 

David  S.  Fehr,  Corporate  Vice  President 
Operating  Group  of  the  Dun  & 
Bradstreet  Corpxjration 
Total  Employees:  2,000 
Total  Revenue,  Fiscal  Year  End 
12/31/83:  $168,000,000 
Total  Computer  Services  Revenue: 

$ 1 57,000,000  (Estimate) 


THE  COMPANY 

• D&B  Computer  Software  & Services  Group  (CSSG)  markets  applications  and 
systems  software  products,  sells  a micro-based  integrated  system,  offers  COM 
services  from  several  service  centers  in  the  U.S.,  and  operates  a remote 
computing  service.  Originally  formed  in  1979  with  the  acquisition  of  National 
CSS,  D&B  has  expanded  the  organization  through  additional  acquisitions  and 
internal  development  of  new  products. 

• CSSG  consists  of  five  operating  subsidiaries.  Total  consolidated  revenue  from 
operations  is  estimated  at  $168  million  in  1983,  a gain  of  18%  from  1982 
estimated  revenue  of  $142  million.  Performance  of  the  units  varied: 

D&B  Computing  Services,  Inc.,  formerly  National  CSS,  reported  a 
decline  in  timesharing  revenue  and  operating  profit. 

McCormack  & Dodge  Corporation,  a software  products  company 
acquired  in  1983,  grew  over  40%  in  1983  and  contributed  the  majority 
of  CSSG's  growth. 

TSI  International  Ltd.,  which  markets  systems  software  products, 
posted  a slight  decline  in  operating  income. 

Zytron  Corporation,  providing  computer  output  microfilm  (COM) 
services,  showed  gains  in  both  operating  revenue  and  income. 

DunsPlus  Inc.,  established  in  late  1983  to  market  an  IBM  PC  XT 
business  system,  did  not  make  a significant  contribution  to  revenue  in 
1983. 

• In  the  first  quarter  of  1984  D&B  announced  that  it  will  no  longer  actively 
market  the  timesharing  services  of  D&B  Computing  due  to  the  declining 
market  for  general  remote  computing  services.  Application  development  and 
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technical  support  will  be  provided  for  existing  customers  but  new  clients  will 
not  be  solicited. 

• D&B  will  be  concentrating  its  marketing  and  development  efforts  in  software 
products  for  accounting,  financial  analysis,  data  base  management,  and  appli- 
cation development  tools. 

• In  May  1983  D&B  acquired  McCormack  & Dodge  for  $50  million  in  cash  and 
contingency  payments  based  on  future  performance.  McCormack  & Dodge, 
the  second  largest  independent  supplier  of  accounting  and  financial  software, 
had  revenue  of  about  $39  million  in  1982. 

• The  software  division  of  RTZ  Computer  Services  Ltd.  of  the  United  Kingdom 
was  bought  by  McCormack  & Dodge  in  May  1984  for  under  $2  million.  The 
division  previously  acted  as  the  marketing  representative  for  all  M&D 
products  sold  in  the  U.K.  McCormack  & Dodge  acquired  the  division  to 
establish  its  own  marketing  presence  in  the  U.K. 

• Multiple  Funding  Services  Inc.,  which  markets  software  packages  used  for 
sales  support  by  life  insurance  representatives,  was  transferred  from  CSSG  to 
the  Plan  Services  Division  of  D&B. 

• Competition  from  CSSG  subsidiaries  comes  from: 

Cullinet,  Applied  Data  Research,  Mathematica,  Information  Builders, 
and  Software  AG  for  systems  software  products  including  data  base 
management. 

Management  Science  America  and  Software  International  for  ac- 
counting and  financial  software  products. 

Anacomp  and  local  service  bureaus  for  COM  services. 
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KEY  PRODUCTS  AND  SERVICES 


CSSG  revenue  for  1983  and  1982  is  estimated  by  INPUT  as  follows: 

1 983  Percent  1 982 

($  millions)  Growth  ($  millions) 

Processing  Services 


. Remote  Computing 
(D&B  Computing) 

$ 70 

(22%) 

$ 90 

. Batch  Services 
(Zytron) 

32 

14 

28 

Software  Products 
. Applications  Software 
(McCormack  & Dodge)* 

38 

. Systems  Software 
(TSI  and  NOMAD) 

_I7 

J1 

_I5 

Total  Computer  Services 

$ 157 

18% 

$133 

Other  (microfilm  equipment 
and  supplies) 

J1 

-n 

_9 

Total  Revenue 

$ 168 

18% 

$142 

♦Eight  months  revenue 

• Remote  processing  services  provided  by  D&B  Computing  Services  (DBCS) 
declined  by  an  estimated  22%  in  1983.  Lower  revenue  was  attributed  to  the 
migration  of  users  to  in-house  systems  and  to  increased  usage  of  personal 
computers  for  general  business  applications. 


In  an  effort  to  improve  profits  of  its  processing  services,  DBCS  insti- 
tuted new  pricing  methods  about  two  years  ago  for  processing  time, 
training,  and  technical  support.  Technical  support  is  currently  handled 
from  a central  800  number  or  on  a fee  basis  if  on-site  support  is  re- 
quired. 


Current  users  are  companies  with  large  data  base  applications  from 
multiple  user  sites.  Additionally,  there  are  some  clients  who  have 
purchased  NOMAD2  and  pay  for  network  access  on  a fixed-price  basis. 

A profile  of  the  applications  available  on  the  network  is  presented  in 
Exhibit  A. 


• With  the  deemphasis  on  marketing  remote  computing  services,  D&B  Com- 
puting is  concentrating  sales  efforts  on  in-house  sales  of  its  proprietary  soft- 
ware product,  NOMAD2.  D&B  has  been  actively  selling  NOMAD2  since  late 
1982. 
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EXHIBIT  A 

D&B  COMPUTING  SERVICES,  INC. 
RCS  NETWORK  APPLICATIONS 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- IBM  3033,  3081,  VP/CSS 

- AMDAHL470V/8,  VP/CSS 

• PROGRAMMING  LANGUAGES 

- APL  - PL/1 

- VS  BASIC  -ASSEMBLER 

- COBOL  - PASCAL 

- FORTRAN 

• DATA  MANAGEMENT  SOFTWARE 

- NOMAD2 

- NOMAD 

- DOCU/M ASTER 

• DATA  BASES  AVAILABLE 

- AMERICAN  PROFILE 

- WORLD  INFORMATION  LIBRARY 

- COMMODITY 

- PASSPORT  (ECONOMICS  AND  FINANCE) 

- PRICES  (DAILY  STOCK  PRICES) 

• GRAPHICS 

- DISSPLA 

- TELL-A-GRAF 

- CUECHART 


APPLICATION  AREA/PRODUCT  NAME 


• FINANCIAL  APPLICATIONS/TOOLS 

- INFOTAB  (BUSINESS  PLANNING) 

- EMS  (FINANCIAL  MODELING) 

- SPX/TIME  (TIME  SERIES) 

- CSS/GL+ (GENERAL  LEDGER) 

- CSS/AP+  (ACCOUNTS  PAYABLE) 

- ICMS  (CASH  MANAGEMENT) 

- NOMAD2 

• STATISTICAL/MARKET  RESEARCH 

- SPX  (INTERACTIVE  STATISTICAL) 

- SPSS,  SPSSX 

- SSP  (SCIENTIFIC  SUBROUTINES) 

- CSS/TAB  (QUESTIONNAIRE  ANALYSIS) 

- IMAS  (MULTIVARIATE  ANALYSIS) 

- MPS  lll/OL 

• SCIENTIFIC  AND  ENGINEERING 

- ISPICE  (CIRCUIT  ANALYSIS) 

- LOGCAP  (NETWORK  DESIGN) 

- FLUID  FLOW  (GASSS,  GASUS,  LIQSS,  LIQT) 

- COMPACT  (CIRCUIT  ANALYSIS) 

- FILSYN  (FILTER  SYNTHESIS) 

- PREDICTOR  (FAILURE  RATES) 

- ICDS  (CIRCUIT  DESIGN) 

- ACCOSV 
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NOMAD2  is  an  internally  developed  data  base  management  and 
decision  support  system  for  IBM  mainframes  for  either  the  VM/CMS  or 
MVS/TSO  operating  systems.  Sales  of  N0MAD2  are  averaging  close  to 
10  installations  per  month  with  a total  installed  base  of  approximately 
150  sites.  NOMAD2  sells  for  $130,000  including  documentation  and 
training.  The  cost  for  an  additional  CPU  site  is  $72,000.  Other 
products  available  to  NOMAD2  customers  are; 

. A personal  computer  version  of  NOMAD2  for  the  IBM  XT/370. 
It  offers  all  the  facilities  of  the  mainframe  version  including 
interactive  procedural  and  nonprocedural  language,  financial 
modeling,  statistical  analysis,  and  multilayered  security.  Price 
of  the  software  is  $10,000  for  five  copies  and  $1,000  per  copy 
thereafter. 

. BEAMIT  is  a collection  of  programs  which  enable  an  IBM 
Personal  Computer  or  compatible  microcomputer  to  communi- 
cate with  a host  computer  and  to  transfer  files  to  and  from  the 
host.  It  also  provides  an  interface  between  NOMAD2  and  many 
microcomputer  software  packages  such  as  Lotus  1-2-3.  BEAMIT 
is  priced  at  $5,000  per  mainframe  and  operates  in  VM/CMS, 
VPS,  and  VP/CSS  environments. 

• McCormack  & Dodge  (M&D)  contributed  an  estimated  $38  million  to  CSSG 
revenue  in  1983.  On  an  annualized  basis,  1983  revenue  approximated  $55 
million  versus  $39  million  in  1982. 

M&D  has  been  marketing  financial  and  accounting  software  since  it 
was  formed  in  1969.  The  original  software  line  was  called  PLUS  (A/P 
PLUS,  G/L  PLUS,  etc.)  operational  on  IBM  mainframes  and  several 
other  manufacturers'  systems  in  batch  and  on-line  versions. 

In  1983  M&D  announced  a new  line  of  products,  the  Millennium  Series, 
as  a replacement  for  the  PLUS  products  on  IBM  mainframes.  Mar- 
keting of  PLUS  products  on  non-IBM  mainframes  will  continue. 

Millennium  is  an  on-line,  real-time  fully  integrated  series  of  products 
that  incorporate  features  such  as: 

. An  M&D  developed  data  base  management  system. 

. A fourth  generation  programming  language. 

. A screen  and  forms  generator. 

. An  on-line  query  system. 

. A screen-linking  feature. 

. A history  of  file  maintenance  transactions. 

. A security  system  to  provide  user  defined  security  at  the  appli- 

cations, function,  screen,  field,  and  query  levels. 

. Common  code  which  allows  users  to  query  across  application 
data  bases  regardless  of  system  borders. 
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IBM  clients  of  the  on-line  versions  of  PLUS  who  were  under  mainte- 
nance contracts  were  converted  to  Millennium  at  no  cost.  All  other 
users  of  M&D  software  on  IBM  mainframes  must  convert  to  the  new 
on-line  system  within  one  year  after  the  Millennium  software  release 
date. 

The  Millennium  Series  currently  operates  on  IBM  mainframes  running 
CICS.  An  IBM  IMS  version  is  in  development.  Minicomputer  versions 
of  the  product  are  under  consideration. 

The  Interactive  PC  Link  is  an  option  with  all  Millennium  applications. 
It  allows  users  to  download  selected  records  and  fields  from  mainframe 
files  to  an  IBM  Personal  Computer  and,  following  manipulation  using 
Lotus  1-2-3  software,  upload  the  updated  information  back  to  the 
mainframe. 

. In  its  current  form,  PC  Link  can  exchange  data  only  between 
M&D  data  bases  and  IBM  or  IBM-compatible  microcomputers. 
Future  plans  are  to  extend  PC  Link  to  enable  remote  personal 
computer  users  to  transfer  files  to  and  from  either  user-written 
programs  or  applications  available  from  other  vendors. 

. Additionally,  M&D  intends  to  expand  PC  Link  to  operate  on 
personal  computers  other  than  IBM  and  its  compatibles. 

MillenniumrSDT,  introduced  in  1983,  is  a system  development  tool  for 
designing  and  executing  on-line  applications.  User-designed  applica- 
tions are  defined  on-line  and  in  real-time  using  a prototyping  approach 
that  significantly  reduces  development  and  testing  time.  M:SDT  incor- 
porates both  interpretive  and  generative  capabilities  to  optimize 
system  performance. 

. M:SDT  is  the  first  system  software  product  developed  and 
marketed  by  M&D  and  is  available  on  a standalone  basis. 

A list  of  the  software  products  marketed  by  M&D  is  presented  in 
Exhibit  B. 

TSI  International  markets  system  software  products  primarily  for  IBM  main- 
frames. Based  in  Wilton  (CT),  TSI  has  about  200  employees  and  maintains  its 
own  sales  force. 

Software  products,  listed  in  Exhibit  C,  consist  of  on-line  data  entry, 
information  storage  and  retrieval,  and  data  base  design  products. 
There  are  over  2,500  installations  of  TSI  products. 

Synergetics,  a company  acquired  by  D&B  in  1981,  has  been  merged  with 
TSI.  Its  major  product  was  DATA  CATALOG  2,  a data  dictionary 
system. 


6 of  10 
August  1 984 

© 1984  by  INPUT.  Reproduction  Prohibited. 


INPUT 


DUN  & BRADSTREET  COMPUTER  SOFTWARE  AND  SERVICES  GROUP 


EXHIBIT  B 

MCCORMACK  AND  DODGE  SOFTWARE  PRODUCTS 


NUMBER 

CPU 

PRODUCT 

APPLICATION 

INSTALLED 

PRICE 

REQUIREMENTS 

MILLENNIUM 

LINE 

GL:Millennium 

General  Ledger 

941 

$94,000-105,000 

IBM  4300  and  up 

HRtMillennium 

Human  Resources  and 
Payroll 

176 

$84,500-147,000 

IBM  4300  and  up 

AP:Millennium 

Accounts  Payable 

514 

$61,000-66,000 

IBM  4300  and  up 

POiMillennium 

Purchase  Order 

215 

$41,000-62,000 

IBM  4300  and  up 

FA:Millennium 

Fixed  Assets 

503 

$40,000-47,000 

IBM  4300  and  up 

CP:Millennium 

Capital  Projects  (Invest- 
ment analysis  and 
project  accounting) 

165 

$24,000-30,000 

IBM  4300  and  up 

PLUS  LINE 

A/P  Plus 

Accounts  Payable 

196 

$19,500-32,500 

Univac  1 100 
IBM  System  34  & 38 
Prime  50  Series 
DEC  VAX  Series 
Honeywell  Level  66 
Hewlett-Packard  3000 

F/A  Plus 

Fixed  Assets 

96 

$25,000-31,500 

Univac  1 100 
Honeywell  Level  66 
Hewlett  Packard  3000 
DEC  VAX 

G/L  Plus 

General  Ledger 

545 

$25,000-61,000 

IBM  System  34  & 38 
Honeywell  Level  64,  66 
Univac  1100 
ICL  1902/1906 
ICL  2903-2966,  ME  29 
ICL  2960-2990 
Hewlett-Packard  3000 
Prime  50  Series 
DEC  VAX  Series 

P/0  Plus 

Purchase  Order 

22 

$17,000 

Hewlett  Packard  3000 
Prime  50  Series 

SYSTEMS 

SOFTWARE 

Millennium:SDT 

System  Development  Tool 

26 

$90,000 

IBM  4300  and  up;CICS 

Interactive  Per- 
sonal Computer 
Link 

Mainframe  to  PC  Link 

433 

$40,000  per  CPU 
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EXHIBIT  C 

TSI  INTERNATIONAL  LTD.  SOFTWARE  PRODUCTS 


PRODUCT 

NAME 

APPLICATION 

NUMBER 

INSTALLED 

PRICE 

OPERATING 

REQUIREMENTS 

AUDIT 

ANALYZER 

Information  retrieval 
and  presentation  system 
for  auditors 

300 

Basic:  $19,500 
Options:  $1,000 
- 32,000 

IBM  4300  and  up; 
all  OS  & DOS 

DATA 

ANALYZER 

Information  retrieval 
and  presentation 
system  for  general  use 

650 

DOS:  $22,000 
OS:  $26,000 
Options:  $2,500 
- 20,500 

IBM  4300  and  up; 
all  OS&  DOS 

DOCU/MASTER 

On-line  information 
storage  and  retrieval 

100 

DOS:  $32,200 
OS:  $42,400 
Options:  $15,000 
-91,500 

IBM  4300  and  up; 
all  OS  & DOS 

KEY/MASTER 

On-line  data  entry 

1,250 

DOS:  $23,500 
OS:  $29,750 
Options:  $5,000 

IBM  4300  and  up; 
all  OS&  DOS 

DATA 

CATALOG  2 

Data  Dictionary 

250 

DOS:  $12,000 
OS:  $20,000 
Options:  $2,500 
- 38,000 

IBM  4300  and  up; 
all  OS&  DOS. 
Honeywell  Level  66; 
DPS-8.  Sperry 
Univac  1 100 

FACETS 

Data  base  design 
system 

New 

Basic:  $30,000 
Options:  $2,500 
- 22,500 

IBM  4300  and  up; 
all  OS  & DOS. 
Honeywell  Level  66; 
DPS-8.  Sperry 
Univac  1 100. 
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FACETS  was  added  in  1983.  It  assists  companies  in  determining  infor- 
mation needs  and  in  designing  data  bases. 

DOCU/MASTER  was  significantly  enhanced  with  the  addition  of  an 
Office  Automation  option.  The  option  assists  with  administrative  tasks 
such  as  electronic  mail,  document  creation  and  editing,  resource 
scheduling,  task  management,  and  electronic  filing  and  retrieval.  Price 
of  the  Office  Automation  option  is  $38,000  for  DOS  and  $51,000  for 
OS. 

The  Analyzer  PC  Option  is  a front-end  to  the  DATA  and  AUDIT 
ANALYZER  products.  It  is  menu  driven  and  prompts  the  end  user 
through  steps  required  to  build  an  ANALYZER  report  request  which  is 
then  processed  on  the  mainframe.  The  PC  Option  sells  for  $2,500  for 
the  first  10  copies  and  operates  on  IBM  PCs  and  compatibles. 

• Zytron  Corporation's  1983  revenue  totaled  $43  million,  a 16%  gain  over  1982 
estimated  revenue  of  $37  million.  Of  this,  approximately  25%  came  from  the 
sale  of  micrographic  equipment  and  supplies. 

Zytron  employs  about  650  people  in  its  28  nationwide  service  centers. 

The  primary  service  provided  at  the  centers  is  computer  output  micro- 
filming (COM).  A micropublishing  service,  whereby  microfilm  is 
produced  from  hard  copy,  has  been  established  at  some  of  the  centers. 

The  Films  Record  Management  System,  introduced  last  year,  is  a 
service  that  maintains  master  copies  of  user  microfilm  at  a Zytron 
site.  Based  upon  retention  and  update  criteria  established  by  clients, 
Zytron  maintains  master  record  listings  and  master  copy  files. 

Zytron  is  a national  distributor  for  over  100  micrographic  products 
including  readers,  printers,  and  supplies. 

• DunsPlus,  introduced  in  late  1983  by  DunsPlus,  Inc.,  consists  of  an  IBM  PC  XT, 
application  software,  and  communications  software.  It  is  designed  to  function 
as  a workstation  for  general  business  applications  and  as  a communications 
link  to  D&B  data  bases  and  other  on-line  services. 

Software  integrated  into  the  system  includes  Lotus  Development's  1-2- 
3,  an  electronic  spreadsheet,  data  base  management,  and  graphics 
program;  MultiMate,  a word  processing  package;  Western  Union  Elec- 
tronic Mail;  DunsPlus  File  Maintenance  programs;  and  other  communi- 
cations software. 

DunsPlus  is  priced  at  $10,200  including  hardware  and  software.  Instal- 
lation and  maintenance  for  the  hardware  is  provided  by  IBM.  The 
DunsPlus  organization  provides  software  maintenance  and  offers  a call- 
in  service  to  answer  hardware  and  software  questions. 
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The  hardware  configuration  consists  of  the  IBM  PC  XT  with  256K  bytes 
of  user  memory,  40K  bytes  of  ROM  which  contains  BASIC,  a lOM-byte 
hard  disk  drive,  a built-in  300/1200  baud  modem,  an  IBM  color  monitor, 
and  an  IBM  (Epson)  dot-matrix  printer. 

DunsPlus  can  operate  as  a standalone  system  or  be  linked  with  a user's 
in-house  system.  Targeted  clients  are  the  Fortune  1350  companies. 

At  present,  there  are  no  plans  to  sell  the  software  separately  to 
existing  owners  of  IBM  PC  XTs  or  to  configure  the  system  to  operate 
on  other  manufacturers'  personal  computers. 

INDUSTRY  MARKETS 

• CSSG's  products  and  services  are  sold  to  companies  in  all  industry  sectors. 
Prominent  clients  for  all  products  and  services  are  Fortune  1350  companies. 

GEOGRAPHIC  MARKETS 

• Approximately  90%  of  CSSG's  1983  revenue  came  from  the  U.S.  and  10% 
came  from  international  sources.  Most  of  the  international  revenue  was  from 
software  products. 

• Sales  offices  are  maintained  by  each  subsidiary  organization.  Offices  are  in 
most  major  U.S.  cities.  Foreign  sales  are  handled  through  a combination  of 
company-owned  offices  and  distributors  throughout  Europe,  the  Middle  and 
Far  East,  Australia,  Canada,  and  Latin  America. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• DBCS's  computing  center  for  network  services  is  located  in  Stamford  (CT). 
The  network  consists  of  120,000  miles  of  telephone  lines  with  local  dial-up  to 
over  150  cities.  Equipment  at  the  center  consists  of: 

I IBM  3033,  VP/CSS. 

I IBM  3081,  VP/CSS. 

I Amdahl  470  V/8,  VP/CSS. 

I IBM  4341  VM/CMS. 

1 IBM  4381  MVS/TSO. 

• McCormack  & Dodge  uses  a combination  of  IBM,  NAS,  H-P,  Prime,  and 
Burroughs  equipment  for  software  development. 

• TSI  and  D&B  Computing  use  an  IBM  4381  (MVS  and  VSE)  for  software 
development. 
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DUQUESNE  SYSTEMS  INC.  Glen  F.  Chatfield,  Chairman  and  CEO 

Two  Allegheny  Center  Public  Corporation,  NMS 

Pittsburgh,  PA  15212  Total  Employees:  266 


(412)  323-2600 

Total  Revenue,  Fiscal  Year  End 
9/30/87:  $37,656,000 

The  Company 

Duquesne  Systems  Inc.  (DSI),  founded  in  1970,  provides 
productivity  enhancement  systems  software  products  for  IBM  and 
compatible  mainframes  and  IBM  9370  minicomputers.  The 
company's  products,  which  are  designed  for  the  MVS  and  VM 
operating  systems,  are  organized  into  three  integrated  groups: 

TTie  Performance  and  Optimization  Group,  the  Operations 
Productivity  Group,  and  the  Terminal  Productivity  Group. 

Recent  acquisitions  made  by  DSI  include  the  following: 

• In  March  1986  DSI  acquired  the  Single  Image  Software  (SIS) 
systems  software  product  line  from  Updata  Software  Company 
for  $12.2  million. 

- SIS  products,  which  include  Multiple  System  Manager, 
Multiple  System  Integrity,  and  Global  Console  Director, 
generated  approximately  $7.6  million  in  revenue  for  the  year 
ending  September  30,  1985. 

- The  operations  of  the  SIS  product  line  have  been  merged 
into  DSPs  Operations  Productivity  Group. 

• In  March  1987  DSI  acquired  the  NetSpy  software  product  from 
VTAM  Development  Group  for  a cash  payment  plus 
contingent  payments  based  on  the  product's  future  sales 
performance.  Total  acquisition  costs  are  estimated  at  $1.6 
million.  NetSpy,  a network  performance  response  time 
monitor,  is  marketed  through  DSI's  Performance  and 
Optimization  Group. 

Fiscal  1987  revenue  reached  $37.7  million,  a 55%  increase  over 
fiscal  1986  revenue  of  $24.2  million.  Net  income  for  the  year  was 
$8.1  million,  a 62%  increase  over  $5  million  for  the  previous  year. 
A five-year  financial  summary  follows: 

February  1988 
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DUQUESNE  SYSTEMS  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

9/87 

9/86 

9/85 

9/84 

9/83 

Revenue 

• Percent  Increase 

$37,656 

$24,236 

$11,083 

$7,461 

$4,794 

from  previous  year 

55% 

119% 

49% 

56% 

35% 

Income  before  taxes 
• Percent  increase 

$13,420 

$8,764 

$3,696 

$2,355 

$1,162 

from  previous  year 

53% 

137% 

57% 

103% 

62% 

Net  income 
• Percent  increase 

$8,120 

$5,014 

$2,371 

$1,499 

$803 

from  previous  year 

62% 

111% 

58% 

87% 

65% 

Earnings  per  share  (a) 
• Percent  increase 

$0.75 

$0.53 

$0.27 

$0.19 

$0.12 

from  previous  year 

42% 

96% 

42% 

58% 

71% 

(a)  Restated  to  reflect  2-for-1  stock  splits  effective  March  17,  1986  and  February  27,  1987. 


Of  the  $13.4  million  revenue  increase  in  fiscal  1987,  $6.8  million 
was  derived  from  existing  products  and  $6.6  million  was  due  to 
acquisitions. 

• License  fee  revenue  increased  51%  during  fiscal  1987,  primarily 
because  of  increases  in  unit  product  sales,  new  releases  of 
existing  products,  expansion  into  international  markets,  and  a 
larger  renewal  base  for  annual  licensing  customers. 

• Maintenance  fees  increased  76%  primarily  because  of  an 
expansion  in  the  number  of  installed  products. 

• Recurring  license  and  maintenance  fees  represented  36%  of 
total  fiscal  1987  revenue. 

For  fiscal  1986,  approximately  $8.7  million  of  the  revenue  increase 
resulted  from  internal  growth  and  $4.4  million  resulted  from  the 
SIS  products  acquisition. 

Expenditures  for  research  and  product  development  before  the 
capitalization  of  software  development  costs  were  approximately 
$4  million  (11%  of  revenue)  in  fiscal  1987,  $2.9  million  (12%  of 
revenue)  in  fiscal  1986,  and  $1.9  million  (17%  of  revenue)  in  fiscal 
1985. 
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In  May  1986  DSI  completed  a public  offering  of  850,000  shares  of 
its  common  stock.  Of  the  $23.9  million  in  net  proceeds, 
approximately  $10  million  was  used  to  repay  a loan  used  to  finance 
the  SIS  product  line  acquisition. 

As  of  September  30,  1987,  DSI  had  266  employees,  segmented  as 
follows: 

Marketing/sales  (104  in  North 
America,  34  in  Europe)  138 

Product  development  and 
maintenance  80 

General  and  administrative  48 

266 

Major  competitors  include  Morino  Associates,  Boole  & Babbage, 
and  Candle  Corporation. 


Key  Products  and  Seventy-nine  percent  of  DSI's  fiscal  1987  revenue  was  derived 

Services  from  systems  software  license  fees.  The  remaining  21%  was 

derived  from  software  maintenance  contracts.  A three-year 
summary  of  source  of  revenue  follows: 

DUQUESNE  SYSTEMS  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

9/87 

9/86 

9/85 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software  licenses 

$29,786 

79% 

$19,771 

82% 

$8,833 

80% 

Maintenance  fees 

7,870 

21% 

4,465 

18% 

2,250 

20% 

TOTAL 

$37,656 

100% 

$24,236 

100% 

$11,083 

100% 

DSI’s  productivity  enhancement  systems  software  products  are 
designed  to  run  on  IBM  and  compatible  mainframes  and  IBM 
9370  minicomputers  under  MVS  and  VM.  There  are  currently 
over  7,500  product  installations  in  over  2,500  computer  sites 
worldwide. 

• DSI  offers  both  annual  and  99-year  product  Licenses.  The  99- 
year  licenses  range  in  price  from  $6,000  to  $25,000  (payable  in 
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full  at  inception)  and  include  maintenance  and  support  for  the 
first  year.  Maintenance  and  support  services  after  the  first  year 
are  available  for  a fee  usually  equal  to  15%  of  the  current  99- 
year  license  fee. 

• Annual  licenses  provide  for  an  annual  license  fee  usually  equal 
to  between  45%  and  72%  of  the  total  99-year  license  fee. 
Aimual  licenses  include  maintenance  and  support  as  a 
component  of  the  license  fee. 

• For  fiscal  1987,  62%  of  DSI's  revenue  was  derived  from  99-year 
license  fees  and  38%  was  from  renewable  annual  licenses  and 
product  maintenance  agreements. 

DSI's  product  line  consists  of  three  product  groups  as  follows: 

• Operations  Productivity  Group  products  are  designed  to 
simplify  large,  complex,  corporate  data  center  operations.  This 
product  group  contributed  47%  to  fiscal  1987  revenue. 

• Performance  and  Optimization  Group  products  optimize  disk 
subsystem  performance  and  measure,  analyze,  and  report  on 
the  use  and  efficiency  of  data  center  resources.  This  product 
group  contributed  27%  to  fiscal  1987  revenue. 

• Terminal  Productivity  Group  products  improve  the  operation  of 
terminal  networks.  This  Product  group  contributed  26%  to 
fiscal  1987  revenue. 

• DSI's  current  product  offerings  are  shown  in  the  exhibit. 

Significant  developments,  by  product  group,  include  the  following: 

• Operations  Productivity  Group. 

- During  1988  DSI  will  merge  its  Shared  Device  Management 
and  Single  Image  Software  product  lines  to  form  the  Global 
Resource  Manager  product  line.  These  products  will  also  be 
introduced  to  the  VM  operating  system  in  1988. 

• Global  Tape  Manager  replaces  Shared  Tape  Allocation 
Manager  and  Multiple  System  Manager. 

• Global  Data  Integrity  replaces  Shared  Dataset  Integrity 
and  Multiple  System  Integrity. 
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EXHIBIT 

DUQUESNE  SYSTEMS  INC. 
SYSTEMS  SOFTWARE  PRODUCTS 


Number 

Price  Per 

Product 

Description 

Installed 

Product 

Operations  Productivity 
Group 

- Global  Tape  Manager 

Allocates  the  use  of  tape  drives 

1,200 

$7,500  - $20,000 

(GTM) 

from  the  pool  of  shared  tape  drives. 

- Global  Data  Integrity 

Protects  the  accuracy  of  disk  data 

(GDI) 

shared  by  two  or  more  computers. 

- Global  Console  Manager 

Provides  a consolidated  video 

(GCM) 

display  of  operating  data  from 
multiple  computers. 

- Enhanced  Data  Set 

Data  protection  tool. 

Integrity  (EDI) 

- AutoMate/MVS 

Automates  repetitive  tasks. 

- SYSLOG  Management 

Archives  data  produced  by  the 

and  Retrieval 

operating  system  for  interrogation. 

- JOBLOG  Management 

Creates  a data  base  of  job 

and  Retrieval 

output  for  interrogation. 

Performance  and 

Optimization  Group 
- Program  Management 

Replaces  inefficient  system 

1,300 

$10,000 -$22,500 

Optimizer  (PMO) 

components  for  faster  locating  of 
programs  stored  on  disks. 

- Quick-Fetch 

Moves  frequently  requested  programs 
to  an  intermediate  storage  level  for 
faster  loading  to  main  memory. 

- Catalog  Performance 

Maintains  in  memory  a list  of  cataiog 

Optimizer  (CPO) 

aliases  and  associated  catalog 
information  for  reducing  master 
catalog  search  time. 

- Billing  Data  Base 

Allocates  data  processing  costs  for 

Facility  (BDBF) 

billing  and  reporting  of  resource  use. 

- DASDMON 

Analyzes  problems  In  the  DASD 
subsystem  or  I/O  processing. 

- NetSpy 

Network  performance  response 
time  monitor. 

Terminal  Productivity  Group 

-Terminal  Productivity 

Provides  switching  between  on-line 

1,000 

$11,000 -$15,000 

Executive  (TPX) 

applications  for  MVS  or  VM.  Can  be 
us^  as  a singie  or  multiple  session 
manager. 

- STX  (SNA  to  X.25) 

Provides  access  to  pubiic  and 
private  data  bases. 
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Industry  Markets 


• Global  Console  Manager  replaces  Superconsole  and 
Global  Console  Director. 

- AutoMate/MVS,  introduced  in  October  1987,  is  an  entirely 
new  product.  It  is  the  first  of  DSI's  products  that  address  the 
area  of  automated  operations. 

• Performance  and  Optimization  Group. 

- DASDMON  1.7,  released  in  October  1987,  has  a new 
component.  Data  Set  Placement  Manager,  that  analyzes  the 
DASDMON  measurement  data  and  makes  specific 
recommendations  to  the  customer  regarding  data  sets  that 
should  be  relocated  to  improve  overall  disk  performance. 

- A new  version  of  NetSpy  was  released  in  May  1987  that 
provides  an  interface  to  session  managers  (such  as  TPX). 

• Terminal  Productivity  Group. 

- During  fiscal  1987,  the  company  advanced  its  TPX  and  STX 
products  to  offer  customers  effective  base  products  with 
several  options  for  customizing  network  operations.  TPX, 
which  provides  quick  switching  between  many  on-line 
applications  for  MVS  or  VM  environments,  can  now  be  used 
as  a single  or  multiple  session  manager  with  such  options  as 
broadcasting,  data  compression,  and  terminal  command 
automation. 

- STX,  which  gives  users  access  to  public  and  private  data 
bases,  has  been  enhanced  to  let  IBM  terminals  access 
information  from  non-IBM  mainframes.  It  now  lets  users  of 
IBM  terminals  emulate  other  terminals  such  as  DEC'S 
VTIOO  to  gain  access  to  more  data  services. 


DSI's  systems  software  products  are  cross-industry  products.  A 
two-year  summary  of  product  sales  by  industry  follows: 
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DUQUESNE  SYSTEMS  INC. 
TWO-YEAR  SOURCE  OF  REVENUE  SUMMARY 


FISCAL  YEAR 

ITEM 

9/87 

9/86 

Finance 

25% 

22% 

Manufacturing 

23% 

31% 

Utilities 

17% 

13% 

Services 

18% 

13% 

Government 

10% 

11% 

Health  care 

4% 

8% 

Retail 

3% 

2% 

TOTAL 

100% 

100% 

Approximately  315  of  DSI's  customers  are  Fortune  500  Industrial 
or  Fortune  500  Service  companies. 


Approximately  60%  of  fiscal  1987  revenue  was  derived  from  the 
U.S.  and  40%  from  international  sales.  Of  the  $15  million  in 
foreign  revenue,  over  74%  was  derived  from  customers  in  Western 
Europe. 

A three-year  summary  of  DSI's  geographic  sources  of  revenue 
follows: 


DUQUESNE  SYSTEMS  INC. 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

9/87 

9/86 

9/85 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

U.S. 

$22,631 

60% 

$14,436 

60% 

$6,983 

63% 

Foreign 

15,025 

40% 

9,800 

40% 

4,100 

37% 

TOTAL 

$37,656 

100% 

$24,236 

100% 

$11,083 

100% 

Geographic 

Markets 
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In  addition  to  its  headquarters  in  Pittsburgh,  DSI  has  regional 
sales  offices  in  Chicago  (IL),  Hackensack  (NJ),  Atlanta  (GA), 
Irving  (TX),  San  Jose  and  Torrance  (CA),  Vienna  (VA),  and 
Markham  (Canada). 

International  sales  and  support  subsidiaries  are  located  in  London, 
Paris,  and  The  Hague.  The  company  is  also  represented  by  14 
independent  marketing  firms  primarily  in  Western  Europe, 
Australia,  and  the  Far  East. 


Computer 
Hardware  and 
Software 


DSI  has  an  IBM  4381  running  VM,  MVS,  and  MVS/XA  installed 
in  its  Pittsburgh  headquarters  for  product  development  and 
maintenance.  The  company  is  also  currently  using  an  IBM  9370 
for  selected  development  functions. 
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COMPANY  PROFILE 


DUOUESNE  SYSTEMS  INC. 
Two  Allegheny  Center 
Pittsburgh,  PA  15212 
(412) 323-2600 


Glen  F.  Chatfield,  President 
Public  Corporation,  NMS 
Total  Employees:  103 
Total  Revenue,  Fiscal  Year  End 
9/30/85;  $11,084,000 


THE  COMPANY 

• Duquesne  Systems  Inc.  (DSl),  founded  in  1970,  provides  systems  software 
products  for  computer  performance  management  and  capacity  planning.  The 
products  are  designed  for  IBM  and  IBM-compatible  mainframes. 

• In  January  1984  DSl  made  its  initial  public  offering  of  750,000  shares  of 
common  stock.  Of  the  shares,  450,000  were  offered  by  the  company  and  the 
balance  by  certain  shareholders.  Net  proceeds  to  DSl  of  $4.5  million  were 
used  for  the  acquisition  of  new  products,  the  expansion  of  headquarter  facili- 
ties, the  addition  of  sales  offices,  and  the  purchase  of  a mainframe  computer. 

• Revenue  for  fiscal  1985  increased  49%  to  $11.1  million  from  $7.5  million  in 
fiscal  1984.  Net  income  for  the  year  increased  58%  to  $2.4  million  from  $1.5 
million  the  previous  year.  A five-year  financial  summary  follows: 
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DUQUESNE  SYSTEMS  INC. 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


-~-._^HSCAL  YEAR 

ITEM 

9/85 

9/84 

9/83 

9/82 

9/81 

Revenue 

. Percent  increase 

$ 1 1 ,084 

$7,461 

$4,794 

$3,562 

$ 2,065 

from  previous  year 

49% 

56% 

35% 

72% 

24% 

Income  before  taxes 
. Percent  increase 
(decrease)  from 

$ 3,696 

$ 2,355 

$ 1,162 

$ 717 

$ 327 

previous  year 

57% 

103% 

62% 

1 1 9% 

(9%) 

Net  income  (a) 

. Percent  increase 

$ 2,371 

$ 1,499 

$ 803 

$ 487 

$ 208 

from  previous  year 

58% 

87% 

65% 

134% 

7% 

Earnings  per  share  (a) 
. Percent  increase 

$ 1.10 

$ 0.77 

$ 0.49 

$ 0.30 

$ 0.13 

from  previous  year 

43% 

57% 

63% 

131% 

8% 

(a)  Pro  forma  results  for  1984  and  1983  reflect  provisions  for  additional  federal 
income  taxes  that  would  have  been  reported  if  the  company  had  not  been  an  S 
corporation  for  the  period  5/1/83  through  12/31/83  and  to  reflect  the  elimina- 
tion of  minority  interests  in  its  previously  owned  subsidiary  DISC. 


• DSl  management  attributes  fiscal  1985  growth  to  a 35%  growth  in  sales  of 
existing  products,  the  introduction  of  a new  product  in  the  second  quarter  of 
the  year,  a 64%  increase  in  maintenance  revenue,  and  to  price  increases 
instituted  in  the  fourth  quarter  of  1984. 

• Research  and  development  costs  were  approximately  $1.7  million,  $1.2 
million,  and  $733,000  for  the  fiscal  years  1985,  1984,  and  1983,  respectively. 

• Revenue  for  the  three  months  ending  December  31,  1985  was  approximately 
$4  million,  compared  to  $2.5  million  for  the  same  period  in  1984.  Net  income 
for  the  period  rose  from  $586,000  to  $941,000. 

• As  of  September  30,  1985,  DSl  had  103  employees  segmented  as  follows: 

Marketing/sales  59 

Product  development  and  maintenance  25 

General  and  administrative  1 9 

103 

a 
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Major  competitors  include  Morino  Associates,  Boole  & Babbage,  Candle 
Corporation,  and  CGA  Computer. 


KEY  PRODUCTS  AND  SERVICES 


Ninety-eight  percent  of  DSl's  fiscal  1985  revenue  was  derived  from  systems 
software  licenses  (79%)  and  maintenance  agreements  (21%),  the  balance  was 
derived  from  interest  and  other  revenue. 


DSl's  system  productivity  enhancement  software  products  are  designed  to  run 
on  IBM  and  compatible  mainframes  under  MVS  and  VS  1 . There  are  currently 
over  3,500  product  installations  in  over  1,200  computer  sites  worldwide. 

The  products,  available  on  either  annual  or  99-year  licenses,  are  gener- 
ally priced  per  mainframe  and  range  from  $6,000  to  $20,000  depending 
on  the  number  of  mainframes  and  modules  selected. 


Maintenance  and  support  services  after  the  first  year  are  available  for 
a fee  usually  equal  to  15%  of  the  current  99-year  license  fee. 

DSl's  product  line  consists  of  five  distinct  product  groups.  The  groups  and 
their  component  products  are  shown  in  the  exhibit.  A breakdown  of  revenue 
among  the  five  product  groups  during  the  last  three  fiscal  years  follows 
($  thousands): 


9/83  9/84  9/85 


Performance  Management 
Facilities 

Shared  Service  Management 
Dynamic  Performance 
Optimization 
System  Utilities 
Terminal  Productivity 
Executive 

Total  License  and 
Maintenance  Fees 


$ 824 

$ 824 

$ 1,100 

2,473 

3,188 

4,000 

1,497 

3,265 

4,600 

- 

- 

200 

- 

- 

1,000 

$ 4,794 

$7,277 

$ 10,900 

INDUSTRY  MARKETS 

• DSl's  system  software  products  are  cross-industry  products.  A breakdown  of 
fiscal  1985  product  sales  by  industry  follows: 


Manufacturing 

33% 

Financial 

22 

Computer/service 

14 

Utilities 

13 

Government 

12 

Education 

2 

Other 

Jt 

100% 
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EXHIBIT 

DUQUESNE  SYSTEMS  INC. 
SYSTEMS  SOFTWARE  PRODUCTS 


NUMBER 

PRICE  PER 

PRODUCT 

DESCRIPTION 

INSTALLED 

PRODUCT 

• Performance  Management 

Data  center  performance  monitoring. 

250 

S10,000-S20,000 

Facilities  (PMF) 

— QCM  Performance  Monitor 

Measures  data  transfer  between  hardware  and 
software  components. 

- QCM  Systems  Performance 

Provides  exception  reporting  and  display  of 

Interrogator  (SPI) 

critical  performance  data. 

— Performance  Data  Base 

Structures  performance  data  to  report  on 

Facility  (PDBF) 

hardware  and  software  utilization. 

- Billing  Data  Base  Facility 

Allocated  data  processing  costs  for  billing  and 
reporting  of  resource  use. 

- DASDMON 

Analyzes  problems  in  the  DASD  subsystem  or 
I/O  processing. 

• Shared  Device  Management 

Provides  tools  for  sharing  and  accessing  data 
and  equipment  of  multi-mainframe  data  centers. 

450 

$8,000-514,000 

— Shared  Dataset  Integrity 

Protects  the  accuracy  of  disk  data  shared  by 

(SDSl) 

two  or  more  computers. 

— Shared  Tape  Allocation 

Allocates  the  use  of  tape  drives  from  the  pool 

Manager 

of  shared  tape  drives. 

— Super  Console  (SCON) 

Provides  a consolidated  video  display  of 
operating  data  from  multiple  computers. 

• Dynamic  Performance 

System  Performance  enhancement  products. 

600 

56,000-510,000 

Optimization  (DPO) 

— Program  Management 

Replaces  inefficient  system  components  for 

Optimizer  (PMO) 

faster  locating  of  programs  stored  on  disks. 

— Quick-Fetch 

Moves  frequently  requested  programs  to  an 
intermediate  storage  level  for  faster  loading  to 
main  memory. 

— Catalog  Performance 

Maintains  in  memory  a list  of  catalog  aliases 

Optimizer  (CPO) 

and  associated  catalog  information  for 
reducing  master  catalog  search  time. 

• System  Utilities 

Products  for  identifying  problems  that  occur 
while  running  applications. 

150 

56,000-59,000 

— SYSLOG  Management  and 

Archives  data  produced  by  the  operating 

Retrieval 

system  for  interrogation. 

— JOBLOG  Management  and 

Creates  a data  base  of  job  output  for 

Retrieval 

interrogation. 

• Terminal  Productivity  Executive 

Allows  users  to  switch  from  one  online  system 

250 

520,000 

(TPX) 

or  application  to  another  and  supports  an 
unlimited  number  of  concurrent  online 

sessions. 
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GEOGRAPHIC  MARKETS 

• Approximately  63%  of  fiscal  1985  revenue  was  derivea  from  the  U.S.  and  37% 
from  international  sales.  Of  the  3^*1  million  in  foreign  revenue,  73%  was 
derived  from  customers  in  Western  Europe. 

In  addition  to  its  headquarters  in  Pittsburgh,  the  company  has  regional 
sales  offices  in  New  Jersey,  Chicago,  San  Francisco,  and  Atlanta. 

International  sales  and  support  subsidiaries  are  located  in  London, 
Paris,  and  The  Hague.  The  company  is  also  represented  by  15 
independent  marketing  firms  primarily  in  Western  Europe,  Israel,  ana 
Australia. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• DSl  has  an  IBM  4381  running  VM,  MVS,  and  MVS/XA  installed  in  its  Pittsburgh 
headquarters  for  product  development  and  maintenance. 
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COMPANY  PROFILE 


DYATRON  CORPORATION 

210  Automation  Way 
P.O.  Box  830600 
Birmingham,  AL  35283-0600 
(205)  956-7500 


Charles  E.  Rueve,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  506  (3/89) 

Total  Revenue,  Fiscal  Year  End 
12/31/88:  $42,843,500 


The  Company  DYATRON  Corporation  was  founded  in  1964  as  Computerized 

Automotive  Reporting  Service  Inc.  (CARS)  to  provide 
information  services  exclusively  to  automobile  dealerships.  The 
company  changed  its  name  to  DYATRON  in  late  1980  to  reflect 
its  diversification  (through  acquisitions)  into  other  markets. 

DYATRON  is  currently  organized  into  five  operating  divisions  as 
follows: 

• The  CARS  Division  provides  processing  services  and  turnkey 
systems  to  automobile  and  equipment  dealerships.  The  division 
is  DYATRON's  primary  operating  unit,  serving  approximately 
2,150  domestic  dealerships  and  generating  46%  ($19.6  million) 
of  1988  revenue,  compared  to  60%  ($22.1  million)  of  revenue  in 
1987. 

• The  Financial  Systems  Division  provides  trust  and  securities 
accounting  application  software  products  to  bank  trust 
departments,  money  center  banks  and  other  financial 
institutions.  This  division  contributed  25%  ($10.5  million)  of 
1988  revenue,  compared  to  17%  ($6.2  million)  of  revenue  in 
1987. 

• The  Mortgage  System  Division,  formed  with  the  acquisition  of 
Data  Communications  Corporation  in  June  1988,  provides 
application  software  products  to  the  mortgage  banking  industry. 
This  division  contributed  2%  ($1.2  million)  to  1988  revenue. 

" The  Employee  Benefits  Services  Division  provides  employee 
benefit  recordkeeping  processing  services  and  software 
products  to  large  corporate  employers  in  the  U.S.  This  division 
contributed  19%  ($8.2  million)  to  1988  revenue,  compared  to 
15%  ($5.3  million)  of  revenue  in  1987. 

• The  Automated  Services  Division  provides  automated  printing 
and  mailing  services  to  approximately  100  customers.  This 
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division  contributed  approximately  8%  ($3.3  million)  to  1988 
revenue. 

DYATRON's  1988  revenue  reached  $42.8  million,  a 17%  increase 
over  1987  revenue  of  $36.6  million.  Net  income  rose  28%,  from 
$3.5  million  in  1987  to  $4.5  million  in  1988.  A five-year  financial 
summary  follows: 

DYATRON  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1988 

1987 

1986 

1985 

1984 

Revenue 

• Percent  increase 

$42,844 

$36,618 

$33,103 

$40,103 

$39,516 

(decrease)  from 
previous  year 

17% 

11% 

(17%) 

2% 

17% 

Income  before  taxes  and 
extraordinary  item 
• Percent  increase 

$5,603 

$4,127 

$2,214 

$2,520 

(a) 

$502 

(decrease)  from 

previous  year 

36% 

86% 

(12%) 

402% 

137% 

Net  income 
• Percent  increase 

$4,543 

$3,549 

$1,919 

(b) 

$2,259 

$502 

(decrease)  from 

previous  year 

28% 

85% 

(15%) 

350% 

111% 

Earnings  per  share 
• Percent  increase 

$1.44 

$1.11 

$0.56 

$0.73 

$0.07 

(decrease)  from 
previous  year 

30% 

98% 

(23%) 

943% 

104% 

(a)  Includes  a gain  on  the  sale  of  DYATRON  Australia  of  $1.8  million,  less  approximately  $0.8 
million  for  the  translation  adjustment  on  the  sale. 

(b)  Includes  $463,000  from  utilization  of  net  operating  loss  carryforward. 


DYATRON  management  attributes  the  company's  financial 
results  to  the  following: 

• Software  licenses  and  related  fees  increased  by  60%  over  1987 
due  to  increased  sales  by  the  Financial  Services  Division  and 
Employee  Benefits  Division.  The  Mortgage  System  Division  is 
included  for  the  first  time  in  1988.  Also  included  is  royalty 
payments  from  EDS  of  approximately  $2  million  in  1988, 
compared  to  $730,000  for  1987,  related  to  the  CARS  36  System 
(see  below). 
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• Equipment  sales  and  service  decreased  by  11%  during  1988. 
DYATRON  sold  its  CARS  36  System  only  to  non-GM  dealers 
during  the  year  as  a result  of  the  agreement  made  with  EDS  in 
late  1986,  as  further  described  below.  These  dealers  are 
typically  smaller  in  size  and  require  a smaller  in-house  system. 

• During  1988,  processing  services  provided  by  the  Employee 
Benefits  and  Automated  Services  Divisions  increased  by  21% 
and  25%,  respectively.  This  increase  was  offset  by  a continuing 
decline  in  the  remote  batch  processing  of  the  CARS  Division 
(16%). 

Significant  acquisitions  and  divestitures  made  by  DYATRON 

include  the  following: 

• In  June  1988,  DYATRON  acquired  Data  Communications 
Corporation  (DCC)  of  Memphis  (TN)  for  an  initial  investment 
of  approximately  $1  million,  the  assumption  of  certain  liabilities 
of  DCC,  plus  contingent  payments  based  on  future 
performance  through  1994. 

- DCC  provided  turnkey  systems  for  mortgage  loan 
management  to  mortgage  bankers. 

- DCC,  which  operated  as  a private  company  until  its 
acquisition,  had  approximately  45  employees  and  estimated 
revenue  of  $3  million  for  1987. 

- The  operations  of  DCC  were  consolidated  to  form 
DYATRON's  Mortgage  Systems  Division. 

• In  December  1986,  DYATRON  sold  its  CARS  36  System,  an 
IBM  System  36-based  turnkey  system  for  automotive 
dealerships,  to  Electronic  Data  Systems  (EDS)  for  an  initial 
cash  payment  of  $2  million  plus  future  royalties  of  $10,000  per 
system  installation  licensed  by  EDS,  up  to  a maximum  of  $15 
million. 

- As  a part  of  the  agreement  with  EDS,  DYATRON  acquired 
a perpetual  license  from  EDS  to  market,  on  a royalty-free 
basis,  the  CARS  36  System  to  automotive  dealerships  not 
affiliated  with  General  Motors  Corporation  (GM),  exclusive 
through  1988. 

- Under  the  terms  of  the  agreement,  DYATRON  may  also 
acquire  the  right  to  market  the  CARS  36  System  to  GM 
dealers  as  well  as  non-GM  dealers  if  EDS  fails  to  pay 
cumulative  minimum  royalties  as  follows:  $700,000  by 
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January  31,  1988;  $2.7  million  by  January  31,  1989;  $6.7 
million  by  January  31,  1990;  and  $12.7  million  by  January  31, 
1991. 

- During  1987,  both  EDS  and  DYATRON  marketed  their 
respective  versions  of  the  CARS  36  System  to  GM  dealers  as 
EDS  allowed  DYATRON  the  opportunity  to  complete  sales 
of  the  CARS  36  System  to  existing  GM  prospects. 

• During  1987,  DYATRON  received  $730,000  in  royalties 
from  the  sale  and  installation  of  73  EDS  versions  of  the 
CARS  36  System. 

• DYATRON  derived  approximately  $6.8  million  from 
sales  of  the  CARS  36  System  to  GM  and  non-GM 
dealers  during  1987. 

- During  1988,  DYATRON  received  approximately  $230,000 
in  royalties  from  the  sale  and  installation  of  23  EDS  versions 
of  the  CARS  36  System.  On  January  31,  1989,  in  fulfillment 
of  the  minimum  royalties  due  for  1988  ($2  million), 
DYATRON  received  a $1,770,000  payment  from  EDS. 
DYATRON  also  derived  approximately  $5.3  million  from 
the  sale  of  CARS  36  Systems  to  non-GM  dealers  in  1988. 

• During  the  last  three  years  DYATRON  has  phased  out  its 
international  operations  to  concentrate  on  domestic  markets. 

- During  1987,  the  company  discontinued  its  operations  in 
Canada. 

- During  1986,  DYATRON  phased  out  its  operations  in  Asia. 

- In  December  1985,  the  company  sold  its  Australian 
subsidiary,  DYATRON  Corporation  Pty.  Ltd.,  to  Reynolds 
and  Reynolds  Company  for  $3.4  million. 

DYATRON's  primary  competitors,  by  market  served,  include  the 
following: 

• Automotive  dealerships:  Reynolds  and  Reynolds,  Automatic 
Data  Processing,  EDS,  Ford  Motor  Company  (for  Ford  and 
Lincoln-Mercury  dealerships),  and  Convergent  Technologies. 

• Financial  services:  National  FSI,  Computer  Power,  SEI 
Corporation,  and  SunGard  Data  Systems. 
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Key  Products  and  Approximately  33%  ($14.4  million)  of  DYATRON's  1988  revenue 
Services  was  derived  from  various  processing  services,  24%  ($10.3  million) 

from  turnkey  systems  sales  and  support,  38%  ($16.1  million)  from 
application  software  products  licenses,  and  5%  ($2  million)  from 
royalty  fees. 

A three-year  summary  of  source  of  revenue  by  service  mode,  as 
reported  by  DYATRON,  follows: 


DYATRON  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

1988 

1987 

1986 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software  license  and 
related  fees 

$20,025 

47% 

$12,467 

34% 

$9,798 

30% 

Processing  services 

14,373 

33% 

14,622 

40% 

14,582 

44% 

Equipment  rentals,  sales, 
and  service 

8,445 

20% 

9,529 

26% 

8,723 

26% 

TOTAL 

$42,843 

100% 

$36,618 

100% 

$33,103 

100% 

A three-year  summary  of  source  of  revenue  by  division  is 
estimated  as  follows: 
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DYATRON  CORPORATION 
THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1988 

1987 

1986 

DIVISION 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

CARS 

$19.6 

46% 

$22.1 

60% 

$22.5 

68% 

Financial  Systems 

10.5 

25% 

6.2 

17% 

4.0 

12% 

Employee  Benefits 

8.2 

19% 

5.3 

15% 

4.0 

12% 

Automated  Services 

3.3 

8% 

3.0 

8% 

1.9 

6% 

Mortgage  Systems 

1.2 

2% 

- 

-- 

-- 

“ 

Other  (a) 

- 

“ 

- 

-- 

0.7 

2% 

TOTAL 

$42.8 

100% 

$36.6 

100% 

$33.1 

100% 

(a)  Includes  revenue  from  DYATRON's  Health  Systems  Division,  which  was  sold  in  1986. 


The  CARS  Division  provides  processing  services,  turnkey  systems 
and  associated  support  services  to  U.S.  automotive  dealerships. 
Applications  offered  include  showroom  inventory,  repair  and 
maintenance  administration,  parts  inventory  control,  business 
accounting,  payroll,  sales/service  merchandising,  shop  scheduling, 
finance  and  lease  accounting,  and  dealer/manufacturer 
communications. 

• The  CARS  System,  introduced  in  1986,  is  available  to  clients 
via  distributed  processing  or  as  turnkey  system.  The  system  is 
available  for  IBM  System  36  (CARS  36)  and  IBM  AS/400 
computers  and  includes  the  following  components  which  are 
available  separately  or  as  an  integrated  system. 

- The  CARS  Business  System  provides  management  control  to 
dealerships  and  includes  general  ledger,  business  forecasting, 
bank  statement  reconciliation,  payroll,  and  various  business 
reports. 

- The  CARS  Parts  System  is  an  inventory  and  invoicing 
system. 
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- The  CARS  Service  System  supports  service  merchandising 
and  service  scheduling  and  dispatching. 

- The  CARS  Showroom  System  supports  auto  retailing  and 
provides  follow-up,  vehicle  inventory,  and  finance  and 
insurance  functions. 

- System  prices  range  from  $50,000  to  $250,000,  including 
hardware.  There  are  currently  over  200  CARS  installations 
worldwide. 

• DYATRON's  Pad  Post  Systems  provide  batch  processing  for 
parts  inventory  control.  Transactions  are  hand-posted  on  a 
printout  in  the  dealership,  mailed  to  DYATRON  to  be  entered, 
and  processed  at  the  DYATRON  data  center  in  Birmingham. 

• During  1988,  DYATRON  received  an  endorsement  from  the 
Chrysler  Corporation  to  market  a CARS  IBM  PS/2-based 
accounting  and  parts  inventory  system  to  3,800  smaller  Chrysler 
dealers. 

• In  early  1988,  DYATRON  developed  DOES  II,  a modified 
version  of  its  Dealer  Communications  System,  for  Ford  Motor 
Company. 

• DYATRON  has  received  certification  from  Nissan  for  a dealer- 
factory  communications  program  called  DataNet. 

• Interfaces  to  manufacturers'  communications  systems  were  also 
developed  for  Honda,  Toyota  of  America,  and  BMW. 

The  Financial  Systems  Division  markets  and  supports  on-line, 

real-time  accounting  and  security  systems  for  IBM  and  compatible 

mainframes  running  MVS  or  DOS/VSE  to  the  financial  services 

industry. 

• Software  products  include  the  following: 

- OmniTrust  provides  trust  and  securities  accounting  to  bank 
trust  departments  and  other  financial  services  institutions  in 
the  U.S.  The  software  ranges  in  price  from  $750,000  to  $1.2 
million.  There  are  currently  26  OmniTrust  installations. 

- OmniGS  Global  Securities  System  provides  multi-currency 
on-line  real-time  accounting  and  control  for  security  traders, 
clearance,  and  custodial  services  for  international  money 
center  banks.  The  software  is  priced  at  $1  million  and  there 
are  currently  six  installations. 
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- OmniLEND,  introduced  in  1988,  provides  securities  lending 
management  to  both  domestic  and  international  financial 
services  firms.  The  system  is  priced  at  $300,000. 

- DYATRON  is  currently  developing  OmniStation,  a 
workstation  that  may  interface  with  the  user's  mainframe  and 
OmniTrust  and  OmniGS  software  for  securities  analysis, 
portfolio  management,  and  order  functions. 

• The  division's  revenues  increased  65%  during  1988  and 
operating  contribution  grew  48%. 

The  Mortgage  System  Division,  formed  with  the  acquisition  of 

Data  Communications  Corporation,  provides  application  software 

and  turnkey  systems  for  the  management  of  mortgage  loans. 

• Once  a loan  account  has  been  created,  DYATRON's  Mortgage 
Servicing  System  computes  an  amortization  schedule  for  the 
loan;  posts  payments  on  the  loan;  creates  an  escrow  for 
insurance  and  taxes;  and  allocates  payments  to  principal, 
interest,  and  other  accounts,  such  as  loan  servicing  fees. 

- The  Mortgage  Servicing  System  is  available  as  a software 
product  on  IBM  and  compatible  mainframes  and  as  a 
turnkey  system  on  IBM  9370  systems  and  Data  General 
ECLIPSE  minicomputers. 

- Software  prices  range  from  $50,000  to  $100,000.  Turnkey 
system  prices  range  from  $200,000  to  $400,000. 

- The  Mortgage  Servicing  System's  current  client  base  includes 
45  mortgage  servicing  lenders. 

• DYATRON  also  offers  a series  of  specialized  microcomputer- 
based  software  products  for  handling  "problem  loans".  Products 
are  available  to  manage  mortgage  foreclosures,  real  estate 
owned  (AREO)  properties  (properties  that  have  been 
foreclosed  and  are  up  for  resale),  or  properties  where  the 
owner  has  filed  for  bankruptcy.  There  are  currently  200  users 
of  these  packages.  DYATRON  anticipates  the  number  of  users 
will  increase  to  500  in  five  years. 

• DYATRON  also  provides  conversion  services  and  on-site 
training  to  its  customers. 

The  Employee  Benefit  Services  (EBS)  Division  offers  processing 

services,  application  software,  and  turnkey  systems  via 
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DYATRON's  OmniPlan  system  for  recordkeeping  and 

administration  of  defined  contribution  employee  benefit  plans. 

• OmniPlan  recordkeeping  capabilities  encompass  a variety  of 
defined  contribution  plans,  including:  salary  deferred  401(k), 
profit  sharing,  money  purchase,  savings/thrift,  stock  option, 
stock  purchase,  and  employee  deductible. 

• OnmiPlan's  Daily  Pricing  and  Rates  feature  allows  daily 
processing  of  participant  contributions,  distributions,  and  fund 
exchanges  on  request,  providing  immediate  reporting  of 
valuation  statistics. 

• OmniPlan  is  available  as  a software  package  to  run  on  IBM  and 
compatible  mainframes  and  ranges  in  price  from  $300,000  to 
$700,000.  To  date,  25  packages  have  been  licensed  for  in-house 
use.  OmniPlan  also  may  be  accessed  as  a remote  computing 
service  via  DYATRON's  data  center  in  Birmingham. 

• OMNI-PC,  introduced  in  1987,  is  an  IBM  microcomputer-based 
version  of  OmniPlan  targeted  to  the  smaller  defined 
contribution  plan  market.  The  software  ranges  in  price  from 
$25,000  to  $40,000.  There  are  currently  30  installations. 

• EBS  has  grown  eightfold  in  eight  years.  During  1988,  revenue 
increased  approximately  55%,  operating  contributions 
increased  80%,  and  division  staff  increased  by  a third  as 
compared  to  1987. 

• EBS  clients  include  five  of  the  top  10  financial  institutions  in 
major  money  centers  nationwide,  two  of  the  top  three  mutual 
fund  companies,  several  major  retailers,  a top  utility  company,  a 
major  brewery,  and  an  international  brokerage  firm. 

The  Automated  Services  Division  provides  printing  and  mailing 

services,  including  planning  consulting,  preparation,  printing,  and 

zip  code  encoding. 

• As  of  December  31,  1988,  DYATRON  was  providing  theses 
services  to  approximately  100  customers.  Clients  include  cable 
companies,  utility  companies,  department  stores,  credit  unions, 
specialty  direct  mail  advertising  firms,  and  other  businesses 
requiring  repetitive  billing  or  specialized  mass  mailings. 
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Industry  Markets 

Approximately  46%  of  DYATRON's  1988  revenue  was  derived 
from  automotive  dealerships  and  27%  from  financial  services 
institutions.  The  remaining  27%  of  revenue  was  derived  from 
large  corporations  in  various  industries  and  mass  mailers. 

Geographic 

Markets 

One  hundred  percent  of  DYATRON's  revenue  is  derived  from  the 
U.S. 

DYATRON  has  offices  in  Birmingham,  Lx)s  Angeles,  Jacksonville, 
and  Langhorne  (PA). 

Computer 
Hardware  and 
Software 

DYATRON  has  the  following  computers  installed  at  its  data 
center  in  Birmingham: 

• 1 Amdahl  5860,  MVS/XA,  OS/VS,  CICS 

• 1 IBM  System  36 

• 1 IBM  AS/400 

• 1 IBM  9370 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  JUNE  1985* 


DYATRON  CORPORATION 
210  Automation  Way 
P.O.  Box  235 
Birmingham,  AL  35201 
(205)  956-7500 


Charles  E.  Rueve,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees;  391  (3/87) 

Total  Revenue,  Fiscal  Year  End 
12/31/86:  $33,102,916 


DYATRON  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


(a)  Includes  $2  million  in  revenues  related  to  the  sale  of  the  CARS/36  System 
product  to  Electronic  Data  Systems. 


(b)  Includes  a gain  on  the  sale  of  DYATRON  Australia  of  $1,766,621,  less 
$798,141  for  the  translation  adjustment  on  the  sale. 

• DYATRON's  management  attributes  decreases  in  1986  revenue  to  the  disposi- 
tion of  DYATRON  Australia  whose  revenue  of  $7.7  million  is  included  in  1985. 

* Replaces  Financial  Update  of  April  1986 
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On  December  26,  1985,  DYATRON  sold  its  Australian  subsidiary, 
DYATRON  Australia,  to  the  Reynolds  and  Reynolds  Company  for  $3.4 
million. 

• During  1986  DYATRON; 

Phased  out  its  overseas  operations  in  Asia  to  concentrate  on  domestic 
markets. 

Sold  its  Health  Systems  Division  in  Birmingham  for  $250,000  to  an 
unrelated  party. 

Increased  its  marketing  efforts  by  expanding  its  advertising  budget  and 
adding  staff. 

• Research  and  development  expenditures  were  approximately  $3.5  million  (1  1% 
of  revenue)  in  1986,  $4  million  (10%  of  revenue)  in  1985,  and  $3.6  million  (9% 
of  revenue) in  1984. 

• Revenue  for  the  nine  months  ending  September  30,  1987,  was  $26.9  million,  an 
18%  Increase  over  $22.8  million  of  the  same  period  in  1986.  Net  income  for 
the  period  rose  268%,  from  $561,000  to  $2.1  million. 

SOURCE  OF  REVENUE 

• A three-year  summary  of  revenue  follows  ($  thousands): 


Fiscal  Year 

I9E 

16 

19 

85 

1984 

Item 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Processing 

services 

$14,582 

44% 

$19,163 

48% 

$20,889 

53% 

Equipment  rentals. 

sales,  and  service 

8,723 

26 

14,587 

36 

13,256 

33 

Software  license 

and  related  fees 

9,798 

30 

6,352 

16 

5,371 

14 

Total 

$33,103 

100% 

$40, 1 02 

100% 

$39,516 

100% 

• Approximately  99%  of  DYATRON's  1986  revenue  was  derived  from  the  U.S. 
and  the  remaining  1%  from  Canada. 
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NEW  PRODUCTS  AND  SERVICES 

• During  1986  DYATRON  introduced  the  following  products: 

The  following  application  software  products  for  IBM  mainframes  were 
introduced  by  the  Financial  Systems  Division: 

. OmniTrust,  an  on-line  accounting  system. 

. TeleTRADES  provides  capabilities  for  trade  order  entry,  secur- 
ity movement  and  control,  and  an  automated  depository  inter- 
face. 

. OmniTRAC  provides  tracking  and  collection  of  Income  and  all 
capital  generated  from  equity  securities. 

CityPLAN,  introduced  by  the  Automated  Services  Division,  is  a PC- 
based  marketing  tool  for  economic  development  organizations  and 
Chambers  of  Commerce. 

The  Employee  Benefits  Services  Division  Introduced  DPR,  a mutual 
fund  accounting  system  for  IBM  and  compatible  microcomputers. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  JUNE  1 985 


DYATRON  CORPORATION 
210  Automation  Way 
P.O.  Box  235 
Birmingham,  AL  35201 
(205)  956-7500 


Charles  E.  Rueve,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  375 
Total  Revenue,  Fiscal  Year  End 


12/31/85:  $40,102,578 


DYATRON 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


(a)  1984  and  1983  revenues  include  the  results  of  DYATRON  Corporation  Pty.  Ltd. 

(DYATRON  Australia),  a consolidated  subsidiary  previously  accounted  for  using 
the  equity  method.  In  January  1983  DYATRON  exchanged  its  notes  receivable 
from  DYATRON  Australia  for  voting  common  stock,  giving  DYATRON  voting 
control  of  the  subsidiary. 
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(b)  Includes  a gain  on  the  sale  of  DYATRON  Australia  of  $1,766,621  less  $798,141 
for  the  translation  adjustnnent  on  the  sale. 

(c)  In  1983  DYATRON  adopted  the  policy  of  expensing  the  cost  of  all  internally 
developed  software  as  incurred.  Previously  the  costs  of  certain  internally 
developed  software  were  capitalized  and  amortized  over  their  useful  life.  The 
cumulative  effect  of  the  accounting  change  was  charged  to  1983  results.  The 
effect  of  the  change  in  1983,  before  cumulative  efffect,  decreased  net  losses  by 
$221,000. 

(d)  Includes  $1,620,000  from  utilization  of  net  operating  loss  carryforward. 

• Slowed  revenue  growth  during  1985  was  attributed  primarily  to  the  weakening 
Australian  dollar.  Had  the  Australian  dollar  been  at  the  same  level  at  the  end 
of  1985  that  it  was  at  the  end  of  1984,  the  revenue  increase  for  1985  would 
have  been  6.5%. 

• On  December  26,  1985,  DYATRON  sold  its  Australian  subsidiary,  DYATRON 
Australia,  to  The  Reynolds  and  Reynolds  Company  for  $3.5  million  less  a 
contingency  reserve  of  $100,000  to  be  received  in  June  1986. 

SOURCE  OF  REVENUE 


• A three-year  summary  of  source  of  revenue  follows  ($  thousands): 


FISCAL  YEAR 

1985 

1984 

1983 

ITEM 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent^ 
of  Total 

Processing  services 

$17.9 

45% 

$19.1 

48% 

$20.4 

60% 

Turnkey  systems 

0.8 

. Hardware 

9.3 

23 

6.9 

17 

3 

. Software 

1.6 

4 

l.l 

3 

0.5 

1 

Professional  services 

3.8 

10 

3.4 

9 

3.0 

9 

Software  products 

0.9 

2 

0.8 

2 

0.9 

3 

Terminal  leasing/sales 
and  turnkey 

6.9 

20 

maintenance 

5.3 

13 

6.4 

16 

Supplies  and  other 

1.3 

3 

1.8 

5 

1.4 

4 

Total 

$40.1 

100% 

$39.5 

100% 

$33.9 

100% 
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• Approximately  80%  of  DYATRON's  1985  revenue  was  derived  from  the  U.S., 
19%  from  Asia  and  Australia,  and  1%  from  Canada. 

NEW  PRODUCTS  AND  SERVICES 

• Recent  announcements  made  by  DYATRON,  by  division,  include  the  following: 

CARS  Division. 

. Customer  TCS  intelligent  terminals  have  been  replaced  with 
IBM  PCs. 

. In  addition  to  its  General  Motors  communications  systems,  PC- 
based  communications  packages  were  introduced  for  other 
manufacturers,  including  Ford,  Chrysler,  and  American  Motors. 

. CARSparts,  a new  parts  locator  system  which  runs  on  the  Tl  707 
terminal,  was  introduced. 

. Development  continued  on  the  CARS/36  System,  an  IBM  36- 
based  turnkey  system  designed  to  integrate  business,  parts,  and 
service  departments  and  showroom  operations. 

Financial  Services  Division  (formerly  the  Pro-Trust  Systems  Division). 

. OmniTrust,  a new  trust  accounting  system  for  IBM  mainframes, 
features  a multibank/multi-branch  structure  and  operates  in  a 
shared  computer  environment. 

Employee  Benefits  Services  Division. 

. An  IBM  PC-based  recordkeeping  system  was  introduced. 

. Enhancements  to  OMNI-PLAN  include  a generalized  report 

writer,  an  OMNI  calculator,  and  expanded  on-line  capabilities. 

. A Canadian  benefit  system,  completed  in  early  1986,  is  being 
marketed  to  financial  institutions  and  corporations  in  Canada. 

Data  Processing  Division. 

. Two  new  departments  replace  the  Outside  Services 

Department:  DYATRON  AUTOMATED  SERVICES  provides 

statement  printing  and  mailing  services;  DYATRON  DIRECT 
provides  consulting,  campaign  planning,  advertising,  and  mail 
list  acquisition  services  to  the  direct  marketing  industry. 

. CITYPLAN,  a microcomputer  software  package  developed  in 
conjunction  with  the  Birmingham  Metropolitan  Development 
Board,  allows  developers  to  create  a data  base  of  information 
for  use  in  encouraging  industry  to  locate  in  an  area.  The 
product  is  scheduled  for  release  during  1986. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  JUNE  1985 


DYATRON  CORPORATION 
210  Automation  Way 
P.O.  Box  235 
Birmingham,  AL  35201 
(205)  956-7500 


Charles  E.  Rueve,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  375 
Total  Revenue,  Fiscal  Year  End 


12/31/85:  $40,102,578 


DYATRON 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


" -._^_FISCAL  YEAR 

1985 

1 984  (a) 

1 983  (a) 

1982 

1981 

ITEM 

Revenue 

$40,103 

$39,516 

$ 33,858 

$ 33,049 

$41,605 

. Percent  increase 

(decrease)  from 
previous  year 

2% 

17% 

2% 

(21%) 

21% 

Income  (loss)  before 

taxes  and  extraordinary 
item 

. Percent  increase 

$ 2,520(b) 

$ 502 

$ (1,345) 

$ 

(734) 

$ (4,608) 

(decrease)  from 
previous  year 

402% 

137% 

(83%) 

84% 

(409%) 

Cumulative  effect  of 

$ (3,263) 

accounting  change  (c) 

- 

- 

- 

- 

Net  income  (loss) 

$ 2,259(d) 

$ 502 

$ (4,607) 

$ 

(734) 

$ (3,773) 

. Percent  increase 

(decrease)  from 
previous  year 

350% 

1 1 1% 

(528%) 

81% 

(356%) 

Earnings  (loss)  per 

$ 0.07 

$ (1.97) 

$ 

$ (1.68) 

share 

. Percent  increase 

$ 0.73 

(0.44) 

(decrease)  from 
previous  year 

943% 

104% 

(348%) 

74% 

(343%) 

(a)  1984  and  1983  revenues  include  the  results  of  DYATRON  Corporation  Pty.  Ltd. 

(DYATRON  Australia),  a consolidated  subsidiary  previously  accounted  for  using 
fhe  equity  method.  In  January  1983  DYATRON  exchanged  its  notes  receivable 
from  DYATRON  Australia  for  voting  common  stock,  giving  DYATRON  voting 
control  of  the  subsidiary. 
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(b)  Includes  a gain  on  the  sale  of  DYATRON  Australia  of  $1,766,621  less  $798,141 
for  the  translation  adjustment  on  the  sale. 

(c)  In  1983  DYATRON  adopted  the  policy  of  expensing  the  cost  of  all  internally 
developed  software  as  incurred.  Previously  the  costs  of  certain  internally 
developed  software  were  capitalized  and  amortized  over  their  useful  life.  The 
cumulative  effect  of  the  accounting  change  was  charged  to  1983  results.  The 
effect  of  the  change  in  1983,  before  cumulative  efffect,  decreased  net  losses  by 
$221,000. 

(d)  Includes  $1,620,000  from  utilization  of  net  operating  loss  carryforward. 

• Slowed  revenue  growth  during  1985  was  attributed  primarily  to  the  weakening 
Australian  dollar.  Had  the  Australian  dollar  been  at  the  same  level  at  the  end 
of  1985  that  it  was  at  the  end  of  1984,  the  revenue  increase  for  1985  would 
have  been  6.5%. 

• On  December  26,  1985,  DYATRON  sold  its  Australian  subsidiary,  DYATRON 
Australia,  to  The  Reynolds  and  Reynolds  Company  for  $3.5  million  less  a 
contingency  reserve  of  $100,000  to  be  received  in  June  1986. 


SOURCE  OF  REVENUE 


• A three-year  summary  of  source  of  revenue  follows  ($  thousands); 


FISCAL  YEAR 

1985 

1984 

1983 

ITEM 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

PercenV^ 
of  Total 

Processing  services 

$17.9 

45% 

$19.1 

48% 

$20.4 

60% 

Turnkey  systems 
' . Hardware 

9.3 

23 

6.9 

17 

0.8 

3 

' . Software 

1 

1.6 

4 

l.l 

3 

0.5 

1 

Professional  services 

3.8 

10 

3.4 

9 

3.0 

9 

Software  products 

0.9 

2 

0.8 

2 

0.9 

3 

Terminal  leasing/sales 
and  turnkey 
maintenance 

5.3 

13 

6.4 

16 

6.9 

20 

^applies  and  other 

} 

1.3 

3 

1.8 

5 

1.4 

4 

i Total 

$40.1 

100% 

$39.5 

1 00% 

$33.9 

1 00% 

o 
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• Approximately  80%  of  DYATRON's  1985  revenue  was  derived  from  the  U.S., 
19%  from  Asia  and  Australia,  and  1%  from  Canada. 

NEW  PRODUCTS  AND  SERVICES 

• Recent  announcements  made  by  DYATRON,  by  division,  include  the  following: 

CARS  Division. 

. Customer  TCS  intelligent  terminals  have  been  replaced  with 
IBM  PCs. 

. In  addition  to  its  General  Motors  communications  systems,  PC- 
based  communications  packages  were  introduced  for  other 
manufacturers,  including  Ford,  Chrysler,  and  American  Motors. 

. CARSparts,  a new  parts  locator  system  which  runs  on  the  T1  707 
terminal,  was  introduced. 

. Development  continued  on  the  CARS/36  System,  an  IBM  36- 
based  turnkey  system  designed  to  integrate  business,  parts,  and 
service  departments  and  showroom  operations. 

Financial  Services  Division  (formerly  the  Pro-Trust  Systems  Division). 

. OmniTrust,  a new  trust  accounting  system  for  IBM  mainframes, 
features  a multibank/multi-branch  structure  and  operates  in  a 
shared  computer  environment. 

Employee  Benefits  Services  Division. 

. An  IBM  PC-based  recordkeeping  system  was  introduced. 

. Enhancements  to  OMNI-PLAN  include  a generalized  report 
writer,  an  OMNI  calculator,  and  expanded  on-line  capabilities. 

A Canadian  benefit  system,  completed  in  early  1986,  is  being 
marketed  to  financial  institutions  and  corporations  in  Canada. 

Data  Processing  Division. 

. Two  new  departments  replace  the  Outside  Services 
Department:  DYATRON  AUTOMATED  SERVICES  provides 

statement  printing  and  mailing  services;  DYATRON  DIRECT 
provides  consulting,  campaign  planning,  advertising,  and  mail 
list  acquisition  services  to  the  direct  marketing  industry. 

. CITYPLAN,  a microcomputer  software  package  developed  in 
conjunction  with  the  Birmingham  Metropolitan  Development 
Board,  allows  developers  to  create  a data  base  of  information 
for  use  in  encouraging  industry  to  locate  in  an  area.  The 
product  is  scheduled  for  release  during  1986. 
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COMPANY  PROFILE 


DYATRON  CORPORATION 

210  Automation  Way 
P.O.  Box  235 
Birmingham,  AL  35201 
(205) 956-7500 


Charles  E.  Rueve,  President  and  CEO 
Public  Corporation,  OTC 
Total  Employees:  320 
Total  Revenue,  Fiscal  Year  End 
12/31/84:  $39,515,638 


THE  COMPANY 

• DYATRON  Corporation  provides  processing  services  and  turnkey  systems  to 
automobile  and  equipment  dealerships;  trust  accounting  software  products  and 
professional  services  to  financial  services  institutions;  employee  benefit 
recordkeeping  processing  services  and  software  products  to  corporations, 
banks,  and  insurance  companies;  and  software  and  turnkey  systems  to  medical 
and  dental  practices. 

DYATRON  was  founded  in  1964  as  Computerized  Automotive 
Reporting  Service  Inc.  (CARS)  to  provide  computer  services  exclusively 
to  automobile  dealerships. 

The  company  changed  its  name  to  DYATRON  Corporation  in  late  1980 
to  reflect  its  diversification  (through  acquisitions)  into  markets  beyond 
automobile  dealers. 

Approximately  59%  of  DYATRON's  1984  revenue  was  derived  from 
North  America  dealerships,  as  compared  to  98%  in  1979. 

• 1984  revenue  reached  $39.5  million,  a 17%  increase  over  1983  revenue  of 
$33.9  million.  DYATRON  registered  net  income  of  $502,000  in  1984,  as 
compared  with  net  losses  of  $4.6  million  in  1983.  A five-year  financial 
summary  follows: 
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DYATRON 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


YEAR 

1984  (a) 

1 983  (a) 

1982 

1981 

1980 

ITEM  — 

Revenue 

$39,516 

$ 33,858 

$ 33,049 

$41,605 

$34,362 

. Percent  increase 

(decrease)  from 
previous  year 

17% 

2% 

(21%) 

21% 

33% 

Income  (loss)  before 

taxes 

. Percent  increase 

$ 502 

$ (1,345) 

$ (734) 

$ (4,608) 

$ 

1,493 

(decrease)  from 
previous  year 

137% 

(83%) 

84% 

(409%) 

(12%) 

Cumulative  effect  of 

accounting  change  (b) 

- 

$ (3,263) 

- 

- 

- 

Net  income  (loss) 

$ 502 

$ (4,607) 

$ (734) 

$ (3,773) 

$ 

1,473 

. Percent  increase 

(decrease)  from 
previous  year 

111% 

(528%) 

81% 

(356%) 

5% 

Earnings  (loss)  per 

$ 0.07 

$ (1.97) 

$ (0.44) 

$ (1.68) 

$ 

share 

. Percent  increase 

0.69 

(decrease)  from 
previous  year 

104% 

(348%) 

74% 

(343%) 

3% 

(a)  1984  and  1983  revenues  include  the  results  of  DYATRON  Corporation  Pty.  Ltd. 
(DYATRON  Australia),  a consolidated  subsidiary  previously  accounted  for  using 
the  equity  method.  In  January  1983  DYATRON  exchanged  its  notes  receivable 
from  DYATRON  Australia  for  voting  common  stock,  giving  DYATRON  voting 
control  of  the  subsidiary. 

(b)  In  1983  DYATRON  adopted  the  policy  of  expensing  the  cost  of  all  internally 
developed  software  as  incurred.  Previously  the  costs  of  certain  internally 
developed  software  were  capitalized  and  amortized  over  their  useful  life.  The 
cumulative  effect  of  the  accounting  change  was  charged  to  1983  results.  The 
effect  of  the  change  in  1983,  before  cumulative  effect,  decreased  net  losses  by 
$221,000. 

• DYATRON  management  attributes  revenue  increases  in  1984  to  sales  of  IBM 
PC-based  systems  and  in-house  microcomputer-based  turnkey  systems  for  the 
automotive  market. 


2 of  12 
June  I 985 


©1985  by  INPUT.  Reproduction  Prohibited. 


INPUT 


DYATRON  CORPORATION 


The  sales  of  these  products  are  reflected  in  the  increase  in  equipment 
rental,  sales,  and  service  and  software  license  and  related  fees,  both  of 
which  increased  over  1983. 

Revenue  increases  were  offset  somewhat  by  a decrease  in  processing 
services  revenue. 

• Research  and  development  expenditures  were  approximately  $3.6  million  (9% 
of  revenue)  in  1984,  $4.2  million  (13%  of  revenue)  in  1983,  and  $3.3  million 
(10%  of  revenue)  in  1982. 

These  expenses  decreased  in  1984  as  a result  of  the  completion  of 
several  projects.  These  resources  were  reallocated  to  marketing  and 
customer  support. 

Marketing  and  customer  support  expenditures  were  approximately 
$11.2  million,  $8.8  million,  and  $9.7  million  in  1984,  1983,  and  1982 
respectively.  1984  increases  were  due  primarily  to  the  hiring  of  addi- 
tional personnel,  plus  higher  advertising  and  other  marketing  expenses, 
all  related  to  the  company's  increased  emphasis  on  the  automotive 
marketplace. 

• Revenue  for  the  three  months  ending  March  31,  1985  was  $9.6  million, 
compared  to  $9.6  million  for  the  same  period  in  1984.  Net  income  for  the 
period  rose  944%,  from  $34,000  to  $355,000.  DYATRON  management  attri- 
butes increases  in  net  income  to  reduced  expenditures  in  the  Health  Services 
Division  and  increased  sales  in  the  CARS  and  Employee  Benefit  Services 
Divisions. 

• DYATRON  is  currently  organized  into  six  operating  divisions  as  follows: 

The  Dealer  Systems  Division  was  renamed  the  CARS  Division  in  late 
1984  to  regain  some  of  the  name  recognition  that  was  lost  after  the 
corporate  name  was  changed  to  DYATRON  in  1980.  The  CARS 
Division  provides  processing  services  and  turnkey  systems  to  auto- 
mobile and  equipment  dealerships.  The  division  is  DYATRON's  primary 
operating  unit,  generating  59%  of  1984  revenue  and  serving  approxi- 
mately 2,000  domestic  dealerships. 

The  Pro-Trust  Systems  Division  provides  trust  and  securities 
accounting  applications  software  and  professional  services  to  bank 
trust  departments,  savings  institutions,  and  insurance  companies.  This 
division  contributed  8%  to  1984  revenue. 

The  Employee  Benefit  Services  (EBS)  Division  provides  employee 
benefit  recordkeeping  processing  services  and  applications  software  to 
major  corporations,  banks,  and  insurance  companies.  At  December  31, 
1984,  EBS  provided  participant  accounting  and  recordkeeping  for 
approximately  700  employee  benefit  plans  and  contributed  5%  to  1984 
revenue. 
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The  Health  Systems  Division  provides  physician  and  dental  practice 
management  software  products  and  turnkey  systems.  This  division 
generated  4%  of  1984  revenue.  During  1984  this  division's  headquarters 
were  moved  from  Colorado  Springs  to  Birmingham  in  an  effort  to 
reduce  operating  expenses. 

The  Data  Processing  Division  supports  the  processing  activities  of 
DYATRON's  North  American  automotive  and  financial  services 
clients.  The  Outside  Services  Department  of  this  division  offers  utility 
processing  and  computerized  mailing  services  to  a variety  of  industries. 

The  International  Division  manages  DYATRON  activities  outside  the 
U.S.  and  generated  approximately  24%  of  1984  revenue. 

As  of  December  31,  1984,  DYATRON  had  approximately  320  employees. 
There  are  currently  430  employees,  including  340  in  the  U.S.  and  90  in  foreign 
locations.  U.S.  employees  are  segmented  as  follows: 


Marketing/sales 
Customer  support/software 

75 

services 

92 

Research  and  development 

83 

Computer  operations 

60 

General  and  administrative 

30 

340 

• DYATRON's  principal  competitors,  by  markets  served,  include  the  following: 

Dealership  market:  Reynolds  & Reynolds,  Automatic  Data  Processing, 
Ford  Motor  Company  (for  Ford  Lincoln-Mercury  dealerships),  and 
Display  Data  Corporation. 

Financial  services  market:  National  FSI  (a  division  of  Information 

Science  Incorporated),  Booke  & Company,  and  Implefacts. 

Health  services  market:  DYATRON  management  believes  that  no 

particular  vendor  has  a significant  share  of  this  market  and  that 
competition  in  this  area  varies  regionally. 
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KEY  PRODUCTS  AND  SERVICES 

• A two-year  summary  of  source  of  revenue  follows  ($  thousands): 

1 984  1 983 

Percent  Percent 


Revenue 

of  Total 

Revenue 

of  Total 

Processing  services 

$19.1 

48% 

$20.4 

60% 

Turnkey  systems 
. Hardware 

6.9 

17 

0.8 

3 

. Software 

l.l 

3 

0.5 

1 

Professional  services 

3.4 

9 

3.0 

9 

Software  products 

0.8 

2 

0.9 

3 

Terminal  leasing/sales 
and  turnkey  maintenance 

6.4* 

16 

6.9 

20 

Supplies  and  other 

1.8 

_5 

1.4 

_4 

$39.5 

100% 

$33.9 

100% 

*Turnkey  maintenance  revenue  was  approximately  $1.5  million  in  1984. 

• The  CARS  Division  provides  processing  services  and  turnkey  systems  to  auto- 
mobile, truck,  motorcycle,  boat,  agricultural,  and  industrial  equipment  dealer- 
ships. Applications  offered  include  management  and  lease  accounting;  parts 
inventory  control;  parts  location;  sales  and  service  merchandising;  dealer 
communications;  and  payroll. 

DYATRON's  Pad  Post  Systems  provide  batch  processing  for  parts 
inventory  control.  Transactions  are  hand-posted  on  a printout  in  the 
dealership,  mailed  to  DYATRON  to  be  keypunched  for  entry,  and 
processed  at  the  DYATRON  data  center  in  Birmingham. 

Clients  may  access  DYATRON's  data  center  on  a remote  batch  basis 
via  a TCS  intelligent  terminal  manufactured  by  Northern  Telecom  or 
via  the  IBM  PC  ADVANTAGE^  “ system. 

. ADVANTAGE,  introduced  In  1983,  permits  clients  to  use  an  IBM 
PC  for  remote  data  entry.  It  is  priced  at  $6,000,  including 
hardware  and  software.  There  are  currently  over  750  systems 
installed. 
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. The  Dealer  Communications  System  (DCS)  is  an  option  that 
allows  a dealership  to  transmit,  via  its  TCS  terminal  or  IBM  PC, 
the  dealer  financial  statement,  warranty  claims,  new  vehicle 
order  entry,  status  inquiry,  and  delivery  reporting  to  the  manu- 
facturer. It  is  also  possible  for  the  dealership  to  order  parts  and 
receive  confirmation  via  this  communications  system. 

. The  ADVANTAGE  system  also  includes  the  Finance  and  Insur- 
ance package,  a sales  tool  for  dealerships  used  to  graphically 
display  financial  and  insurance  alternatives  to  customers 
considering  a purchase. 

DYATRON's  CARSWAY  On-Line  Services,  which  incorporate  its 
former  On-Line  and  Odyssey  services,  are  interactive  processing 
services  provided  via  a Texas  Instruments  990  microprocessor. 

. The  Parts  Inventory  System  allows  a dealership's  parts  depart- 
ment to  have  on-line  access  to  its  parts  file,  which  is  contained 
in  the  DYATRON  central  computer.  It  also  allows  the  dealer- 
ship to  obtain  manufacturer's  parts  information  and  to  access 
the  DYATRON  National  Parts  Locator  service. 

. The  Sales  and  Service  Merchandising  System  provides  informa- 
tion about  the  dealership's  customers.  The  system  maintains 
service  work  history,  factory  repair  program  information,  and 
facilitates  new  car  sales  soliciting. 

. The  Management  Accounting  System  permits  on-line  entry  for 
accounts  receivable  and  general  ledger  functions. 

DYATRON's  CARSWAY  In-House  Computer  System,  introduced  in 
1980,  is  a Data  General-based  turnkey  system  targeted  to  larger  auto- 
motive dealers. 

. Applications  available  on  the  system  include  management  and 
lease  accounting;  parts  inventory  control;  sales  and  service 
merchandising;  vehicle,  customer,  prospect,  and  finance  and 
business  control;  payroll;  letter  writing;  and  dealer  communica- 
tions. 

. The  CARSWAY  turnkey  system  ranges  in  price  from  $50,000  to 
$500,000  depending  on  the  client's  configuration  requirements. 
A typical  system  sells  for  about  $100,000. 

. There  are  currently  approximately  120  CARSWAY  systems 
Installed. 

The  CARSWAY  II  Desktop  System,  introduced  in  early  1984,  is  a Data 
General  desktop  microcomputer-based  turnkey  system  targeted  to 
small  to  mid-sized  automotive  dealers. 
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. Applications  available  for  the  system  are  primarily  the  same  as 
those  provided  on  the  CARSWAY  In-House  Computer  System. 

. CARSWAY  II  ranges  in  price  from  $25,000  to  $60,000,  including 
hardware  and  software. 

. There  are  currently  approximately  60  CARSWAY  II  systems 
installed. 

• The  Pro-Trust  Systems  Division  provides  trust  and  securities  accounting 
applications  software  and  professional  services  to  over  40  bank  trust  depart- 
ments, savings  institutions,  and  insurance  companies. 

The  Pro-Trust  Information  System  is  a batch  and  interactive  software 
product  incorporating  data  management  and  accounting  requirements 
of  trust  departments. 

. The  system  is  written  in  VS  COBOL  and  operates  on  IBM  and 
plug-compatible  mainframes.  It  is  marketed  to  trust  depart- 
ments with  $500  million  or  more  in  assets. 

. Pro-Trust  features  include: 

Securities  and  income  processing,  with  up  to  90%  of  all 
transactions  automatically  generated.  Financial  trans- 
action entry,  edit,  and  balancing  are  accomplished  on-line 
through  terminal  access. 

Automatic  disbursements  of  funds  on  a cyclical  or 
request  basis  by  check  or  direct  deposit. 

Access,  maintenance,  and  control  of  account  benefici- 
aries or  other  related  parties  through  the  customer 
information  file. 

Employee  benefit  fund  accounting,  including  accrual  and 
trade  date  reporting. 

Automated  cash  management. 

Investment  analysis  and  reporting. 

Government  and  regulatory  reporting. 

Transaction  tax  coding  for  federal  and  state  fiduciary  tax 
preparation  and  reporting. 

Management  and  audit  reporting. 
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Specialized  securities  processing  functions  available  include: 

Common  fund  processing  that  supports  the  use  of 
multiple  demand  notes,  short-term  investment  funds,  and 
equity  and  bond  common  trust  funds. 

Short-term  investment  fund  processing  that  facilitates 
timely  investment  of  cash  within  accounts. 

Real  estate  information  management  and  income  collec- 
tion. 

Mortgage  and  other  loan  management  and  reporting. 

Oil  and  gas  income  management. 

The  Pro-Trust  Information  System  ranges  in  price  from  $150,000 
to  $300,000,  depending  on  the  application  selected.  There  are 
currently  approximately  45  Pro-Trust  systems  installed. 

Additional  subsystems  available  for  use  with  Pro-Trust  include: 

The  Trust  Code  Control  System  (TCC)  provides  accurate 
reporting  of  officers'  time  and  analyzes  profitability  over 
varying  time  periods.  Breakdowns  of  activity  and  time 
costs,  with  revenues  by  account,  account  classification, 
size  within  account  classification,  investment  officer, 
administrative  officer,  and  trust  department  are 
provided. 

Investment  Performance  Measurement  (IPM)  uses 
standard  Bank  Administration  Institute  recommended 
techniques  for  investment  performance  measurement. 
The  system  satisfies  investment  review,  client  communi- 
cation, management  control,  and  marketing  require- 
ments. 

The  Pension  Payments  System  provides  a check  writing 
facility  for  paying  retirees  of  employee  benefit  plans. 

The  International  Securities  Processing  System  (ISPS), 
Introduced  in  1984,  was  jointly  developed  with  Manufac- 
turers Hanover  Trust.  ISPS  allows  financial  institutions 
to  provide  custody  and  recordkeeping  services  for  port- 
folios consisting  of  securities  denominated  in  some  30 
different  currencies. 

. ISPS  runs  on  IBM  and  plug-compatible  main- 
frames. It  is  priced  at  approximately  $500,000. 
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. During  1984  the  first  installation  of  ISPS  was 
completed  at  the  London  office  of  Manufacturers 
Hanover  Trust. 

The  OMEGA  System,  introduced  in  early  1984,  is  an 
employee  benefits  recordkeeping  system  designed  especi- 
ally for  the  Canadian  market. 

. OMEGA  runs  on  IBM  and  plug-compatible  main- 
frames and  ranges  in  price  from  $200,000  to 
$250,000.  There  are  three  systems  installed. 

. OMEGA  is  currently  being  expanded  to  satisfy  the 
processing  requirements  of  financial  institutions 
that  administer  diverse  benefit  plans  for  their 
clients.  These  enhancements  are  being  performed 
through  development  agreements  with  two  major 
Canadian  trust  companies. 

MICROQUEST,  introduced  in  1984,  is  a micro-mainframe 
link  that  allows  IBM  microcomputer  users  to  download 
data  from  an  IBM  or  compatible  mainframe  for  manipula- 
tion and  analysis. 

. MICROQUEST  is  marketed  to  Pro-Trust  users  to 
expand  their  processing  capabilities. 

. The  software  is  priced  at  $35,000.  Approximately 
four  systems  have  been  installed. 

PROWRITER,  introduced  in  1984,  is  a generalized  report 
writing  package. 

TeleTRADES,  introduced  in  1985,  provides  trade  order 
entry  and  security  movement  and  control,  with  an 
optional  computer-to-computer  interface  to  the  Deposi- 
tory Trust  Company. 

DYATRON  also  provides  professional  services  for  the 
development  of  specialized  enhancements  and  interfaces 
for  clients'  existing  systems. 

The  division's  Mortgage  Loan  System  is  no  longer  actively  marketed. 

The  Employee  Benefit  Services  Division  offers  processing  services  and  appli- 
cations software  via  DYATRON's  OMNI-PLAN  employee  benefits  record- 
keeping system. 

Recordkeeping  capabilities  encompass  a variety  of  defined  contribution 
plans,  including:  salary  deferred-401  (K),  profit  sharing,  money 
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purchase,  savings/thrift,  stock  option,  stock  purchase,  and  employee 
deductible. 

Features  include; 

. Automatic  vesting  calculation. 

. Termination  and  withdrawal  computations. 

. Earnings,  contributions,  and  forfeitures  allocated  automatically. 

. Multiple  investment  funds,  including  company  stock. 

. Dollar,  unit,  and  share  accounting  methods. 

. Taxability  calculations  made  in  accordance  with  ERISA,  TEFRA, 
and  the  IRS. 

. Participant  directed  loans. 

. Reporting  by  location/subsidiary. 

. Personalized  and  customized  participant  statement  formats. 

OMNI-PLAN  is  available  as  a software  package  to  run  on  IBM  and  plug- 
compatible  mainframes  and  ranges  in  price  from  $125,000  to 
$175,000.  To  date,  five  packages  have  been  licensed  for  in-house  use. 
OMNI-PLAN  also  may  be  accessed  as  a remote  processing  service  via 
DYATRON's  data  center  in  Birmingham. 

OMNI-PLAN  is  marketed  to  large  corporations  and,  as  a wholesale 
service,  through  banks  and  insurance  companies  for  their  customers. 
At  December  31,  1984,  DYATRON  provided  participant  accounting  and 
recordkeeping  for  approximately  700  employee  benefit  plans. 

• The  Health  Systems  Division  offers  IBM-based  turnkey  systems  for  physician 
and  dental  practice  management.  Over  500  systems  have  been  installed  in  40 
states. 


The  Practice  Management  software  provided  on  the  systems  supports 
the  following  applications: 

. Accounts  receivable  management. 

. Insurance  claims  processing. 

. Patient  billing. 

. Time  of  service  billing. 

. Productivity  analysis. 

. Account  inquiry/ledgers. 

. Budget  payment  plans. 

. Recall  notices. 

. Management  reports. 

. Analysis  of  patient  records. 

DYATRON  markets  IBM  PC/XT-  and  PC/AT-based  systems  to  smaller 
practices.  Pricing  ranges  from  $8,000  to  $15,000  which  includes  hard- 
ware and  software.  Customers  may  license  the  software  separately  for 
$3,000  to  $6,000. 
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IBM  System/36-based  systems  are  marketed  to  larger  practices  and 
clinics.  Pricing  ranges  from  $30,000  to  $60,000,  including  hardware 
and  software.  Clients  may  license  the  software  separately  for  approx- 
imately $20,000. 

Anesthesiology  practice  management  software  is  available  for  the  IBM 
System/36-based  turnkey  system. 

. The  system  incorporates  Practice  Management  software  and 
applications  specialized  for  the  anesthesiologist. 

Pricing  ranges  from  $30,000  to  $60,000,  including  hardware  and 
software.  Clients  may  license  the  software  separately  for 
approximately  $20,000. 


• Approximately  2%  ($800,000)  of  DYATRON's  1984  revenue  was  derived  from 
computerized  printing  and  mailing  services  provided  through  the  Data  Proces- 
sing Division.  Clients  include  small  businesses,  major  fundraisers,  and  various 
nonprofit  groups. 

INDUSTRY  MARKETS 

• DYATRON's  1984  revenue  was  derived  approximately  as  follows: 


• Approximately  9%  of  DYATRON's  1984  revenue  was  derived  from  franchised 
dealers  of  Chrysler  Corporation.  DYATRON  (and  its  predecessor  CARS)  has 
been  an  approved  supplier  of  inventory  control  services  to  Chrysler  for  more 
than  20  years. 

GEOGRAPHIC  MARKETS 

• Approximately  76%  of  DYATRON's  1984  revenue  was  derived  from  the  U.S., 
22%  from  Asia  and  Australia,  and  2%  from  Canada. 

• U.S.  offices  are  located  in  Birmingham,  Huntsville,  and  Los  Angeles. 

• International  operations  include  the  following: 


DYATRON  Canada  Ltd.,  a wholly  owned  subsidiary,  has  offices  in 
Toronto  and  Vancouver. 


Retail  distribution 
(dealerships) 
Banking  and  finance 
Medical /dental 
Other 


81% 

13 

4 

2 


100% 
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DYATRON  Corporation  Pty.  Ltd.,  a wholly  owned  subsidiary,  is  head- 
quartered in  Melbourne,  Australia. 

DYATRON  has  a 25%  interest  in  the  Malaysian  venture,  DyatronMacs 
Sdn.  Ghd. 

DYATRON  Pte.  Ltd.  is  a 50/50  joint  venture  formed  in  Singapore  with 
Inchcape  Berhad  Motor  Group. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• DYATRON  has  the  following  hardware  installed  at  its  data  center  in 
Birmingham; 

I Amdahl  V/7,  operating  under  MVS,  OS/VS,  CICS. 

I Amdahl  V/6,  operating  under  MVS,  OS/VS,  CICS. 

I IBM  System  36. 

Various  microcomputers. 

IBM  3800  laser  printers. 

Xerox  8700  laser  printers. 

• Remote  batch  clients  access  DYATRON's  network  via  IN-WATS  lines.  On-line 
services  are  provided  via  Telenet  and  DCC  (Data  Communications  Corpora- 
tion). 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  OCTOBER  1982 


DYATRON  CORPORATION 
210  Automation  Way 
P.O.  Box  235 
Birmingham,  AL  35201 
(205)  956-7500 


Beverly  P.  Head,  III,  President  and 
CEO 

Public  Corporation,  OTC 
Total  Employees;  31 1 
Total  Revenue,  Fiscal  Year  End 
12/31/82:  $33,048,899 


DYATRON 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


• DYATRON's  1982  revenue  was  derived  as  follows; 


Percent  of  Revenue 

Revenue  ($  millions) 


Processing  services 
. Remote  computing  (43%) 
. Batch  (11%) 

54% 

$17.8 

Turnkey  systems 

12 

4.1 

Software  products 

7 

2.2 

Professional  services 

4 

1.4 

Terminal  leasing/sales 

23 

7.5 

100% 

$33.0 
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COMPANY  HIGHLIGHT 


DYATRON  CORPORATION 
210  Automation  Way 
P.O.  Box  235 
Birmingham,  AL  35201 
(205)  956-7500 


Beverly  P.  Head,  III,  Chairman 
John  A.  Lotz,  President 
Public  Corporation,  OTC 
Total  Employees:  443 
Total  Revenue,  Fiscal  Year  End 
12/31/81:  $41,605,186 


THE  COMPANY 

• Founded  in  1964  as  Computerized  Automotive  Reporting  Service  Inc.  (CARS), 
DYATRON  changed  its  name  in  late  1980  to  reflect  diversification  into  mar- 
kets beyond  automobile  dealers.  By  means  of  acquisition,  DYATRON  has 
begun  marketing  trust  and  mortgage  loan  accounting  software  and  processing 
services  to  large  corporations  and  financial  institutions,  employee  benefit 
contribution  accounting  processing  services  and  software,  and  software  and 
turnkey  systems  to  group  medical  and  dental  practices. 

• 1981  revenue  increased  21%  to  $41.6  million  from  $34.4  million  in  1980. 
DYATRON  registered  a net  loss  of  $3.8  million  in  1981,  as  compared  with  net 
income  of  $1.5  million  in  1980.  A five-year  financial  summary  follows: 
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DYATRON 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


. High  interest  rates  and  the  depressed  state  of  the  automotive 
industry.  (DYATRON's  interest  expenses  were  almost  $3  million 
in  1981.) 

. High  development  costs  and  slow  market  growth  for  the  com- 
pany's European  operations. 

. Severe  price  competition  in  the  North  American  dealership 
market.  Revenue  from  these  dealerships  was  $5  million  below 
plan  in  the  last  three  quarters  of  1981. 

. Additional  development  expenses  incurred  by  the  CARSWAY  In- 
House  System. 

Significant  cutbacks,  cost  reductions,  and  other  measures  implemented 

to  return  the  company  to  profitability  include: 

. A 30%  reduction  of  personnel  in  the  Dealer  Services  Division. 
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. Tightened  controls  on  pricing  and  credit  policies. 

. The  development  of  third-party  financing  for  minicomputer 
systems  sales. 

. The  suspension  of  cash  dividend  payments  on  DYATRON  com- 
mon stock  beginning  in  July  1981. 

. Strengthened  financial  position  gained  through  the  1981  sale  of 
$3  million  of  preferred  stock  and  a $1  million  debenture  for 
cash. 

. Consolidation  of  approximately  $8  million  of  debt  into  a secured 
revolving  credit  arrangement  requiring  no  principal  payments  in 
1982. 

Expenditures  for  research  and  development  were  $3.3  million  in  1981 
and  $1.6  million  in  1980. 

For  the  six  months  ending  June  30,  1982,  DYATRON  reported  revenue 
of  $18  million  and  a net  loss  of  $713,000.  For  the  same  period  in  1981, 
the  company  had  revenue  of  $19.6  million  and  a net  loss  of  $530,000. 

• The  percent  of  total  DYATRON  revenue  derived  from  sources  other  than  U.S. 
dealerships  has  increased  from  2%  in  1979  to  13%  in  1980  and  24%  in  1981  due 
to  continued  development  of  new  vertical  markets  and  international  business. 

• Approximately  10%  of  DYATRON's  total  1981  revenue  came  from  franchised 
dealers  of  Chrysler  Corporation.  DYATRON  (and  its  predecessor  CARS)  has 
been  an  approved  supplier  of  inventory  control  services  to  Chrysler  for 
approximately  20  years. 

• DYATRON  has  made  several  acquisitions  during  the  past  two  years. 

On  June  30,  1980  General  Computer  Services,  Inc.  (GCS)  of  Huntsville 
(AL)  was  acquired  for  84,666  shares  of  DYATRON  common  stock, 
valued  at  approximately  $550,000.  GCS  provided  payroll/personnel, 
trust  department,  and  mortgage  loan  accounting  software  and  related 
services.  GCS  products  are  now  offered  through  DYATRON's  Financial 
Systems  Division. 

On  February  27,  1981  DYATRON  acquired  Computech  Financial  Ser- 
vices, Inc.,  a wholly  owned  subsidiary  of  First  Pennsylvania  Bank,  for 
$400,000  cash.  At  the  time  of  acquisition,  Computech  provided  em- 
ployee benefit  processing  services  and  software  packages  to  over  300 
large  corporations,  bank  trust  departments,  and  insurance  companies  in 
the  U.S.,  Puerto  Rico,  and  Canada. 

. Computech  had  1980  revenue  of  $1.5  million  and  pretax  earnings 
of  $88,000. 
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. Beginning  in  September  1981,  the  company's  headquarters  were 
moved  from  Atlanta  to  Birmingham,  where  it  operates  as  the 
Employee  Benefits  Services  unit  of  DYATRON's  Financial 
Systems  Division. 

On  April  21,  1981  MICOMP  Data  Systems,  Inc.,  of  Colorado  Springs 
(CO)  was  acquired  for  225,000  shares  of  DYATRON  common  stock  and 
additional  expenses  valued  at  $1.6  million.  An  additional  225,000 
shares,  or  $1.5  million  cash,  may  be  paid  to  former  MICOMP  owners  if 
revenue  objectives  of  approximately  $15  million  are  reached  over  a 
three-year  period.  MICOMP,  now  the  Medical  Systems  Division  of 
DYATRON,  provided  software  and  services  to  approximately  120  group 
medical  and  dental  practices  in  30  states  when  it  was  acquired. 

• In  late  1981  DYATRON  formed  two  joint  venture  companies  to  market  its 
products  and  services  to  selected  markets  throughout  $outheast  Asia.  The 
two  companies  employ  150  people  and  operate  three  processing  centers. 

DYATRON  has  a 25%  interest  in  the  Malaysian  venture,  DyatronMacs 
Systems  SDN.  BHD.  The  other  partners  are  Inchcape  Berhad  Motor 
Group,  Malaysian  Tobacco  Company,  and  a prominent  Malaysian 
family.  Processing  centers  are  in  Kuala  Lumpur  and  Penang. 

DYATRON  Pte.  Ltd.  is  a 50/50  joint  venture  formed  in  Singapore  with 
Inchcape  Berhad  Motor  Group. 

• DYATRON  Capital  Finance  Corporation  was  formed  as  a wholly  owned  subsid- 
iary during  1981  to  arrange  financing  for  DYATRON  turnkey  system  cus- 
tomers. 

• In  February  1982  DYATRON  sold  its  Human  Resource  Information  System 
(HRIS)  business  unit  to  McCormack  & Dodge  Corporation  for  $4  million, 
consisting  of  $800,000  in  cash  and  the  remainder  in  notes  payable  over  a four- 
year  period.  DYATRON  acquired  the  HRIS  software  package  in  June  1980 
with  the  acquisition  of  GCS  and  later  decided  to  divest  itself  of  the  cross- 
industry product  in  an  attempt  to  concentrate  its  business  on  vertical  mar- 
kets. 


HRIS  generated  an  estimated  $3  to  $4  million  in  1981  revenue. 

DYATRON  retained  processing  and  certain  international  rights  to  the 
product.  The  Huntsville  (AL)  business  unit's  50  employees  have  become 
employees  of  McCormack  & Dodge. 

• DYATRON  is  organized  into  four  operating  divisions: 

The  Dealer  Systems  Division  is  DYATRON's  primary  operating  unit.  It 
provides  processing  services  and  turnkey  systems  to  auto,  truck,  motor- 
cycle, boat,  agricultural,  and  industrial  equipment  dealerships.  The 
division  generated  over  75%  of  1981  revenue  and  serves  approximately 
2,500  domestic  dealerships. 
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The  Financial  Systems  Division  provides  trust  and  securities  account- 
ing, mortgage  loan  accounting,  employee  benefit  services  applications 
software,  processing,  and  professional  services  to  bank  trust  depart- 
ments, savings  institutions,  and  insurance  companies.  Financial  Sys- 
tems, formerly  the  General  Systems  Division,  was  formed  with  the 
acquisition  of  GCS,  and  now  also  markets  Computech  products. 

The  Medical  Systems  Division,  formed  after  the  acquisition  of 
MICOMP,  provides  physician  and  dental  practice  management  software 
products  and  turnkey  systems  for  a wide  range  of  practice  specialties. 

The  International  Division  manages  DYATRON  activities  outside  the 
U.S.,  and  generated  approximately  9%  of  1981  revenue. 

• DYATRON's  principal  competitors  in  the  automotive  dealership  market  in- 
clude The  Reynolds  & Reynolds  Company,  Automatic  Data  Processing,  Inc., 
Ford  Motor  Company  (for  Ford  and  Lincoln  Mercury  dealerships),  and  Display 
Data  Corporation. 

KEY  PRODUCTS  AND  SERVICES 

• INPUT  estimates  DYATRON's  1981  revenue  was  generated  by  products  and 
services  shown  in  the  following  chart.  Approximately  18%  of  total  revenue 
was  from  intelligent  terminal  leasing  and  sales  related  to  remote  computing 
user  site  hardware  services. 


Percent  of 

Revenue 

Revenue 

($  millions) 

Processing  Services 
. Remote  Computing  (55%) 
. Batch  (11%) 

66% 

$27.2 

Turnkey  Systems 

20 

8.4 

Software  Products 

14 

5.8 

Professional  Services 

- 

0.2 

100% 

$41.6 

The  DYATRON  dealership  processing  applications  include  parts  inventory, 
management  accounting,  lease  accounting,  sales  and  service  merchandising, 
and  payroll. 

DYATRON's  Control  Pad  Parts  Inventory  System  is  available  on  a 
batch  basis.  Transactions  are  hand  posted  on  a printout  in  the  dealer- 
ship, keypunched  for  entry,  and  processed  at  the  DYATRON  Troy  (Ml) 
data  center. 

The  Facts  Inventory  System  is  DYATRON's  proprietary  remote  batch 
parts  inventory  system.  Dealers  enter  data  on  the  TCS  intelligent 
terminal  manufactured  by  Northern  Telecom.  Facts  analyzes  sales  and 
prepares  stock  orders  daily,  based  on  actual  dealership  sales. 
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The  Dealership  Management  Accounting  System  and  Dealership  Lease 
Accounting  System  are  also  offered  on  a remote  batch  basis.  The 
Dealer  Manager  Report  is  integral  to  the  systems  and  provides  a de- 
tailed analysis  of  and  a financial  statement  for  every  department  in  the 
dealership. 

DYATRON  offers  a remote  batch  payroll  system  which  allows  for  the 
processing  of  checks,  earnings  statements,  and  departmental  account- 
ing summaries.  Basic  payroll  reports  (including  quarterly  reports,  W- 
2s,  941s,  etc.)  are  standard. 

The  manufacturer/dealer  communications  system  is  an  option  which 
allows  a dealership  to  transmit  via  its  TCS  terminal  the  dealer  finan- 
cial statement,  warranty  claims,  new  vehicle  order  entry,  status  in- 
quiry, and  delivery  reporting  to  the  manufacturer.  It  is  also  possible 
for  the  dealership  to  order  parts  and  receive  confirmation  via  this 
communications  system. 

The  On-line  Parts  Inventory  and  Invoicing  System  and  On-line  Sales  and 
Service  Merchandising  Systems  are  interactive  processing  services 
using  a Texas  Instruments  990  microprocessor. 

. The  Inventory  System  allows  a dealership's  parts  department  to 
have  on-line  access  to  its  parts  file,  which  is  contained  in  the 
DYATRON  central  computer  complex.  It  also  allows  the  dealer- 
ship to  obtain  manufacturer's  information  for  all  valid  parts 
numbers. 

. The  Sales  and  Service  Merchandising  System  provides  informa- 
tion about  the  dealership's  customers.  The  system  maintains 
service  work  history,  factory  repair  program  information,  and 
facilitates  new  car  sales  soliciting. 

In  1980  DYATRON  acquired  two  software-based  systems  in  the 
sales/service  merchandising  area  for  dealerships; 

. The  Service  Reminder  System,  acquired  as  the  Planned  Mainte- 
nance Program  from  Care  Dealer  Services,  Inc.  in  August  1980, 
provides  dealerships  with  a customer  tracking  system  designed 
to  increase  automotive  service  department  business.  The  prod- 
uct uses  individual  automotive  service  coupon  books,  computer- 
ized customer  service  reminder  letters,  customer  history  and 
follow-up  reports,  and  a dealership  management  reporting 
system.  The  system  is  available  on  a batch  services  basis. 

. In  October  1980  the  Showroom  Performance  System  was  ac- 
quired from  Showroom  Performance  Systems,  Inc.  The  system  is 
available  as  a software  product  or  on  a turnkey  basis,  using  Data 
General  NOVA  equipment. 
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DYATRON's  CARSWAY  In-House  Computer  System  was  introduced  in 
July  1980.  Applications  available  on  the  Data  General  NOVA  turnkey 
system  include  accounting,  parts  inventory  control,  sales  and  service 
merchandising,  payroll,  letter  writing,  and  manufacturer  communica- 
tions. 


. DYATRON  introduced  the  Profit  Performance  System  to  the 
CARSWAY  system  in  1980.  It  provides  for  vehicle,  customer, 
finance  and  business,  and  prospect  control. 

. The  CARSWAY  turnkey  system  ranges  in  price  from  $50,000  to 
$500,000,  with  a typical  system  selling  for  about  $100,000. 

A system  designed  for  John  Deere  agricultural  and  industrial  dealer- 
ships was  enhanced  in  1981  with  the  addition  of  a complete  goods 
inventory  module  providing  equipment  inventory  history  and  sales 
analysis.  The  system  also  supplies  dealerships  with  financial  state- 
ment, accounts  receivable,  ledger  card,  aging  report,  and  F.I.S.  trial 
balance  modules. 

In  1982  Dealer  Systems  announced  the  Odyssey  2000  Series  of  distrib- 
uted processing  products.  Odyssey  2000  uses  on-site  Texas  Instruments 
microprocessors  to  process  functions  such  as  parts  invoicing  at  the 
dealership.  On-line  inquiry  to  DYATRON  data  bases  provides  access  to 
manufacturing  parts  information  and  national  parts  locator  services. 

• Trust  and  securities  accounting,  mortgage  loan  accounting,  and  employee 
benefit  applications  software  packages  are  marketed  by  DYATRON's  Finan- 
cial Systems  Division.  Some  processing  and  professional  services  are  also 
available. 

The  Pro-Trust  Information  System  is  a batch  and  interactive  software 
product  incorporating  data  management  and  accounting  requirements 
of  trust  departments. 

. Pro-Trust  features  include: 

Automated  cash  management. 

Automated  transaction  generation  for  fees,  remittances, 
payables,  cash  and  stock,  dividends,  capital  changes, 
coupon  and  registered  bond  interest  income  and  maturi- 
ties, demand  note  interest,  short  term  investment,  fund 
interest,  asset  number  change,  and  automatic  tax  lot 
selection. 

Standard  court  and  charitable  probate  reporting. 

Automated  daily  activity  and  end-of-month  position 
reconcilation. 


7 of  10 
October  1 982 

©1982  by  INPUT.  Reproduction  Prohibited. 


INPUT 


DYATRON  CORPORATION 


Investment  reporting. 

Customer  asset  and  transaction  statements. 

Employee  benefit  fund  accounting,  including  accrual  and 
trade  date  reporting. 

Regulatory  reporting  for  all  major  requirements. 

Real  estate  and  mortgage  loan  income  collection,  Control 
1041s,  support  schedules,  and  1087s. 

On-line  inquiry,  real-time  master  file  set-up  and  mainte- 
nance. 

Subsystems  available  for  Pro-Trust  are: 

The  Trust  Cost  Control  System  (TCC)  for  trust  cost 
accounting.  TCC  provides  accurate  reporting  of  officers' 
time  and  analyzes  profitability  over  varying  time 
periods.  There  are  approximately  10  TCC  installations. 


Investment  Performance  Measurement  (IPM),  which  uses 
standard  Bank  Administration  Institute  recommended 
techniques  for  investment  performance  measurement. 
The  system  satisfies  investment  review,  client  communi- 
cation, management  control,  and  marketing  require- 
ments. 

Pro-Trust  operates  on  IBM  43XX  Series  and  larger  or  plug- 
compatible  equipment  and  licenses  for  $100,000  to  $125,000. 

DYATRON  provides  professional  services  for  the  development 
of  specialized  enhancements  and  interfaces  with  clients'  existing 
systems. 

Although  Pro-Trust  systems  are  usually  marketed  to  large  trust 
departments  with  $100  million  or  more  in  assets,  the  system  was 
enhanced  in  1981  for  use  by  medium-sized  departments. 

Clients  include  Manufacturers  Hanover  Trust  Company, 
Morgan  Guaranty  and  Trust  Company,  and  Title  Insurance 
and  Trust  Company. 

During  the  second  half  of  1981,  a project  was  initiated  to  pro- 
vide multicurrency  accounting  capabilities  for  the  international 
market. 
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The  Mortgage  Loan  System  was  developed  under  a contract  with  Glen- 
dale Federal  Savings  of  California.  The  on-line  system  is  available  as  a 
software  package  or  on  a remote  computing  basis  and  is  marketed  to 
savings  and  loan  associations,  mutual  savings  banks,  mortgage  banking 
companies,  and  insurance  companies  with  mortgage  loan  portfolios. 

. Features  include  adaptability  to  changing  market  conditions; 
conventional,  government  guaranteed,  owned,  and  serviced 
loans;  adjustable  rate  mortgages;  and  pooled  accounting  and 
reporting. 

The  Employee  Benefit  System  performs  participant  accounting  and 
record  keeping  for  all  types  of  defined  contribution  and  benefits  plans 
and  payment  programs,  including  ESOP,  profit  sharing,  and  IRA. 

. The  system  provides  automated  calculation  of  benefit  payments 
and  taxes,  participant  terminations  and  withdrawals,  participant 
record  keeping,  and  benefit  statement  reporting.  Plan  features 
include  contributor  allocations,  investment  vehicles,  unit  shares 
accounting,  and  up  to  three  vesting  schedules  per  plan. 

. The  Employee  Benefit  System  is  available  as  a software  pack- 
age, or  may  be  accessed  on  a remote  batch  services  basis. 
Currently,  over  400  plans  are  administered  by  DYATRON. 

• The  Medical  Systems  Division  offers  software  and  turnkey  systems  for  medi- 
cal or  dental  office  management.  Professional  services  for  customization  of 
basic  systems  are  also  offered.  Over  200  systems  have  been  installed  in  40 
states. 


The  Physician  Management  System  (PMS)  can  be  used  by  one  physician 

or  in  a medical  practice  with  up  to  8,000  patients.  PMS  provides; 

. Family  or  patient  billing  and  accounts  receivable  record  keep- 
ing. 

. Insurance  claims  preparation  for  third-party  payments  including 
Blue  Cross/Blue  Shield,  Medicare/Medicaid,  and  other  insurance 
carriers. 

. Customer-defined  analysis  of  patient  medical  statistics  and 
practice  productivity. 

. Specialized  software  for  dental,  anesthesiological,  and  ortho- 
dontic practices. 

The  system  runs  on  Data  General  and  IBM  System/23  Datamaster 

microcomputers.  A turnkey  system  sells  for  approximately  $17,000. 

Software  licenses  for  $6,500. 
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In  November  1981  DYATRON  announced  that  nonexclusive  marketing 
rights  for  PMS  were  granted  to  IBM's  General  Systems  Division.  Under 
terms  of  the  agreement,  IBM  will  offer  its  customers  a licensed  pro- 
gram, the  IBM  System/23  Datamaster  Physician  Management  System. 

Other  PMS  marketing  channels  used  by  DYATRON  include  arrange- 
ments with  Blue  Shield  plans,  hospitals,  service  bureaus,  and  selected 
distributors. 

INDUSTRY  MARKETS 

• DYATRON's  1981  revenue  by  industry  sector  is  estimated  as  follows: 


Retail  distribution 


(dealerships) 

80% 

Banking  and  finance 

12 

Medical/dental 

3 

Other  (including  insurance) 

_5 

100% 

GEOGRAPHIC  MARKETS 

• DYATRON's  1981  revenue  was  derived  as  follows: 

U.S.  96% 

International 
(primarily  Australia, 

Asia,  and  Canada)  4 

100% 

• U.S.  offices  are  in  Atlanta,  Birmingham,  Boston,  Chicago,  Colorado 
Springs  (CO),  Dallas,  Detroit,  and  Los  Angeles. 

• DYATRON's  Canadian  subsidiary  has  offices  in  Toronto  and 
Vancouver.  International  affiliates,  joint  ventures,  and  licensees  are 
located  in  Melbourne,  Australia;  London;  Tokyo;  Singapore;  Kuala 
Lumpur  and  Penang,  Malaysia;  Paris;  Kassel,  Germany;  Reading, 
England;  Mexico  City;  Hong  Kong;  Lagos,  Nigeria;  Saudi  Arabia;  and 
Chile. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• DYATRON  has  one  Amdahl  470  V/6  1 1 and  one  470  V/5  installed  in  its 
Birmingham  data  center. 

• The  Troy  (Ml)  data  center  uses  an  IBM  360/50  for  processing  the  Con- 
trol Pad  Parts  Inventory  System. 

• DYATRON's  network  uses  IN-WATS  lines  for  remote  batch  services. 
Cylix,  Telenet,  and  Tymnet  are  used  for  on-line  services.  Northern 
Telecom's  TCS  terminals  are  used  for  remote  batch  services.  On-line 
customers  use  Texas  Instruments  terminals. 
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DYER  WELLS  AND  ASSOCIATES 
2251  Lake  Park  Drive 
Smyrna,  GA  30080 
(404)  432-5888 


Jody  Dyer,  Chairman 
Phillip  Fauver,  President 
Subsidiary  of  CIGNA 
Total  Employees:  130 
Total  Revenue,  Fiscal  Year  End 
12/31/86:  $11,000,000 


THE  COMPANY 

• Dyer  Wells  and  Associates  (DW&A),  founded  in  1977  by  Jody  Dyer  and  Jim 
Wells,  became  a subsidiary  of  CIGNA  in  October  31,  1985.  DV/&A  specializes 
in  application  software,  professional  services,  and^  processing  services  for 
insurance,  employee  benefit,  and  investment  applications. 

• 1986  revenue  was  $1  1 million,  a 35%  increase  over  $8  million  in  1985. 

• As  of  December  31,  1986,  DW&A  employed  130  persons.  The  company  cur- 
rently has  135  employees,  segmented  as  follows: 

Marketing/sales  18 

Customer  support,  programmers, 
and  analysts  ^8 

General  and  administrative  \ 9 

135 

• Major  competitors  include  ERISCO  Inc.  (Dun  & Bradstreet),  Tesseract  Corpor- 
ation (Prudential),  Resource  Information  Management  Systems,  and  Policy 
Management  Systems  Corporation. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  43%  of  DW&A's  1986  revenue  was  derived  from  professional 
services,  42%  from  application  software,  and  5%  from  processing  services. 
The  remaining  10%  was  derived  from  hardware  sales  and  maintenance 
services. 

Approximately  45%  of  professional  services  revenues  was  derived  from 
custom  software  development  and  the  remaining  55%  was  derived  from 
customization  of  its  software  packages  and  consulting  for  the  insurance 

industry. 
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• DW&A's  application  software  packages  include  the  following: 

dw&a/MEDICODES  II  - A medical  coding  and  cross-referencing  s/stem 
for  IBM  mainframes  and  Wang  minicomputers. 

dw&a/FLEXTRAK  - Flexible  benefits  administration  s/stem  for  IBM 
mainframes. 

dw&a/FASTRAK  - Automated  claims  administration  system  for  IBM 
mainframes. 

dw&a/FASTRAK  PC  - An  on-line,  interactive  health  care  claims  adju- 
dication system  for  IBM  and  compatible  microcomputers. 

dw&a/FASTRAK  VS  - Integrated  claims  processing  and  group  admini- 
stration system  for  Wang  VS  minicomputers. 

dw&a/MORTGAGE  LOAN  - Automated  mortgage  loan  servicing  system 
for  IBM  mainframes. 

• DW&A  provides  on-line  remote  computing  services  through  FASTRAK  Proces- 
sing Services. 

FASTRAK  claims  administration  is  available  through  DW&A's  data 
center  located  at  Its  headquarters  office  in  Smyrna  (GA). 

INDUSTRY  MARKETS 

• Approximately  80%  of  the  company's  1986  revenue  was  derived  from  the 
insurance  industry.  The  other  20%  was  from  various  other  industries. 

GEOGRAPHIC  MARKETS 

• Approximately  95%  of  DV/&A's  1936  revenue  was  generated  from  the  U.S., 
with  the  remaining  5%  from  Canada. 

• The  company  has  sales  offices  in  Atlanta,  Los  Angeles,  and  Chicago. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• DW&A  has  one  IBM  4381,  operating  under  MVS/XA,  installed  at  its  head- 
quarters in  Smyrna. 


2 of  2 

October  I 987 


©1987  by  INPUT.  Reproduction  Prohibited 


INPUT 


COMPANY  HIGHLIGHT 


DYLAKOR 

17418  Chatsworth  Street 
P.O.  Box  3010 
Granada  Hills,  CA  91344 
(213) 366-1781 


Bill  Newcomer,  President 
Private  Corporation 
Total  Employees;  30 
Total  Revenue,  Fiscal  Year 
End  8/3 1/81:  $3,500,000* 


THE  COMPANY 

• Dylakor,  founded  in  1968,  specializes  in  developing  and  marketing  report 
writer,  utility,  data  management,  and  audit  software. 

• Dylakor's  30  employees  provide  some  overlapping  functions  and  are  fairly 
evenly  distributed  in  software  development,  marketing  and  sales,  customer 
support,  and  general  administration.  The  company  uses  direct  mail  advertising 
and  an  inside  telephone  sales  staff  to  market  its  products. 

• The  company  considers  its  major  competitors  to  be  Pansophic  (Easytrieve), 
Informatics  (Mark  IV),  and  Cullinane  (IDMS/CULPRIT). 

KEY  PRODUCTS  AND  SERVICES 

• All  of  Dylakor's  revenue  is  derived  from  software  products  sales. 

• Dylakor  serves  more  than  1 ,500  customer  companies,  among  them  approxi- 
mately one-third  of  the  Fortune  100. 

• The  software  products  are  designed  for  use  on  IBM  360/370/303X/43XX  and 
compatible  mainframes. 

• Rental,  lease,  and  purchase  plans  are  available. 

• Dylakor  has  three  key  products:  DYL-280,  DYL-260,  and  DYL-AUDIT,  and 

several  companion  products. 

DYL-280,  introduced  in  1981,  is  a report  writer/utility/information 
handling  system  that  can  be  used  by  nonprogrammers.  It  uses  English 
free-form  data  entry. 

DYL-260,  a predecessor  to  DYL-280,  was  introduced  in  1972  and  uses 
parameter  sheets  in  fixed  form. 

DYL-AUDIT,  introduced  in  1979,  is  a statistical  audit  package  for  both 
auditors  and  programmers.  Its  facilities  include  sampling,  histograms, 
frequency  distribution,  aging  analysis,  and  letter  writing. 
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DYL-250,  Dylakor's  first  report  writer  and  utility,  was  introduced  in 
1972.  It  is  supported  but  no  longer  marketed  by  the  company. 

• Dylakor's  companion  products  are  shown  in  the  exhibit. 

• Dylakor  software  is  designed  to  be  self-installing.  Installation  and  education 
services  are  priced  separately  for  those  who  need  assistance. 

INDUSTRY  MARKETS 

• Dylakor's  products  are  used  across  industry  sectors. 

GEOGRAPHIC  MARKETS 


United  States 

96% 

Canada 

2% 

Other  international 

2% 

100% 

COMPUTER  HARDWARE 

• Dylakor  has  no  computer  mainframes  installed,  but  uses  time-sharing  services 
for  product  development. 
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EXHIBIT 


DYLAKOR  SOFTWARE  PRODUCTS 


PRODUCT 

DESCRIPTION 

NUMBER 

INSTALLED 

THREE-YEAR 
LEASE:  ANNUAL 
AMOUNT 

OPERATING 

SYSTEM(S) 

DYL-280 

Free-form  report  writer/ 

900+ 

$1,680 

OS,  DOS,  CMS 

utility /information 

handling  system 

DYL-260 

Report  writer/utility/data 

1 ,200+ 

$1,680 

OS,  DOS,  CMS 

management  system 

DYL-250 

Report  writer  and  utility 

200+ 

Supported,  but 

OS,  DOS,  CMS 

package 

not  marketed 

DYL-AUDIT 

Statistical  audit  package 

150+ 

$1,272 

OS,  DOS,  CMS 

DYL-1MS/DL1 

Load,  update,  and  retrieval 

N/A 

$1,092 

OS,  DOS,  CMS 

Interface 

or 

Retrieval  only 

N/A 

$792 

OS,  DOS,  CMS 

DYL-IDMS 

Load,  update,  and  retrieval 

N/A 

$1 ,092 

OS,  DOS,  CMS 

Interface 

or 

Retrieval  only 

N/A 

$792 

OS,  DOS,  CMS 

DYL-DOC 

Automatic  documentation 

N/A 

$396 

OS,  DOS,  CMS 

system 

DYL-PDS 

Partition  data  set 

N/A 

$216 

OS  only 

access  system 

DYL-TABLE 

Automatic  tabling  system 

N/A 

$216 

OS,  DOS,  CMS 
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Primary  Industry-Specific  Market:  Medical 


Dyrximic  Control  Corporation 

195  Wekiva  Springs  Road 
Suite  32 

Longwood,  FL  32779-3603 
(305)  831-8444 

CEO;  Stephen  A.  Dougherty,  President 
Division  of:  Baxter  Travenol 
Founded:  1974 
Employees:  500 

Revenue  (FYE  1 2/3 1 /85):  $40  million 


The  Company:  Dynamic  Control  Corporation  develops,  markets,  and  supports  finan- 
cial and  clinical  software  for  hospitals 

Sources  of  Revenue: 

Application  Software  (90%) 

Professional  Services  (10%) 

Key  Products  and  Services; 

Application  Software  (Utilizes  IBM  System/38  computers) 

• Hospital  Material  Management  System 

• Accounts  Payable 

• Census  and  Revenue  Statistics 

• General  Ledger 

• Hospital  Patient  Management  System 

• Hospital  Patient  Records 

• Payroll/Personnel  Management  System 

• Pharmacy  Management  System 

• Prospective  Payment/Case  Mix  Management  System 

• Rebilling/Reclassification 
Professional  Services 

• Dynamic  Control  provides  training  for  an  additional  fee 

Target  Industries: 

Medical  ( 1 00%) 

Geographic  Markets: 

- U.S.  (90%) 

Canada  and  West  Germany  (10%) 

Sales  Offices:  Bethesda  (MD),  Wayne  (PA),  Santa  Monica  and  Fountain  Valley 

(CA),  Dallas,  Atlanta,  Minneapolis,  and  Chicago 
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EASEL  CORPORATION 

25  Corporate  Drive 
Burlington,  MA  01803 
(617)  221-2100 


R.  Douglas  Kahn,  President  and  CEO 
Public  Corporation,  NASDAQ 
Total  Employees:  212(12/91) 

Total  Revenue,  Fiscal  Year  End 
12/31/91:  $28,418,308 


The  Company  Easel  Corporation  develops,  markets,  and  supports  software 

products  used  by  programmers  to  develop  business  applications 
featuring  graphical  user  interfaces.  The  company's  EASEL  product 
line  features  a family  of  software  tools  that  provide  a graphical 
application  development  environment.  Easel  also  offers  a range  of 
consulting  and  training  professional  services  and  a line  of 
touchscreen  monitors  which  may  be  used  in  conjunction  with 
applications  built  with  EASEL. 

• Easel  was  formed  in  1981  as  Interactive  Images,  Inc.  to  develop 
an  executive  information  system  based  on  a proprietary 
computer  hardware  platform.  During  1984,  the  company 
repositioned  itself  as  a supplier  of  software  products  used  to 
develop  graphical  applications.  The  company's  first  EASEL 
products  were  released  in  1984. 

• In  June  1990,  the  company  changed  its  name  to  Easel 
Corporation  and  made  an  initial  public  offering  of  its  common 
stock  in  August  1990. 

The  company's  objective  is  to  be  the  leader  in  high  productivity 
application  development  tools  used  by  programmers  to  create  the 
personal  workstation  components  of  corporate  information  systems. 
Easel's  strategy  is  to: 

Develop  products  for  building  graphical  applications  and 

enhance  existing  applications 

Improve  programmer  productivity 

Support  multiple  operating  environments 

Leverage  strategic  alliances  with  companies  in  the 

information  services  industry 

Enable  value-added  remarketers 

Provide  quality  professional  services 

Since  1989,  Easel  has  entered  into  various  marketing  agreements 
with  IBM.  As  of  July  1991,  IBM  promotes  and  markets,  on  a 
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nonexclusive  basis,  all  EASEL  products  to  customers  and  prospects 
through  the  IBM  Cooperative  Software  Program.  Easel  now 
receives  all  revenue  generated  from  these  products  and  pays 
marketing  fees  to  IBM  based  on  percentages  of  certain  product 
sales  and  license  fees  revenue. 

• Under  previous  arrangements  with  IBM,  Easel  received  all 
revenue  from  the  OS/2  Standard  Edition  version  of  EASEL  and 
IBM  received  all  revenue  from  the  OS/2  Extended  Edition 
version  of  EASEL  and  paid  a royalty  to  Easel. 

• Easel  has  also  granted  IBM  a nonexclusive  site  license  for  the 
EASEL  Workbench  product  for  the  development  of  applications 
for  resale  and  for  the  development  of  internal  systems. 

• In  April  1991,  IBM  named  Easel  an  "inner  circle"  AD/Cycle 
Business  Partner  and  established  the  EASEL  products  as 
strategic  components  in  the  AD/Cycle  framework.  In  September 
1991,  Easel  was  named  by  IBM  as  a member  of  the  International 
Alliance  for  AD/Cycle. 

• As  a result  of  the  various  marketing  agreements  with  IBM, 
approximately  20%  ($5.7  million),  32%  ($5.5  million),  and  46% 
($4.9  million)  of  Easel's  1991,  1990,  and  1989  revenues, 
respectively,  were  derived  from  license  fees  and  support  services 
provided  to  IBM. 

• In  May  1989,  IBM  acquired  approximately  1.2  million  shares  of 
Easel  Class  E Convertible  Preferred  Stock  for  $2.5  million. 
Subsequent  to  the  public  stock  offering,  these  shares  were 
converted  to  463,184  shares  of  Easel  common  stock,  which 
currently  represent  approximately  9%  of  Easel's  total 
outstanding  shares. 

In  February  1992,  Easel  acquired  the  assets  of  Lloyd  Savage 
Graphical  Interfaces  Ltd.,  its  U.K.  distributor,  and  has  established  a 
subsidiary.  Easel  U.K.  Ltd. 

Easel's  total  1991  revenue  reached  $28.4  million,  a 64%  increase 
over  1990  revenue  of  $17.3  million.  Net  income  rose  45%,  from 
$3.0  million  in  1990,  to  nearly  $4.4  million  in  1991.  A five-year 
financial  summary  follows: 
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EASEL  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1991 

1990 

1989 

1988 

1987 

Revenue 

• Percent  increase 

$28,418 

$17,343 

$10,686 

$5,786 

$3,275 

from  previous  year 

64% 

62% 

85% 

77% 

51% 

Income  (loss)  before 
taxes 

$5,719 

$3,546 

$2,053 

$634 

$(370) 

• Percent  increase 

from  previous  year 

61% 

73% 

224% 

271% 

37% 

• Gross  income 

20% 

20% 

19% 

11% 

- 

Net  income  (loss) 

$4,399 

$3,038 

$1,874 

$565 

$(370) 

• Percent  increase 

(a) 

(a) 

(a) 

(a) 

from  previous  year 

45% 

62% 

232% 

253% 

37% 

• Net  margin 

15% 

18% 

18% 

10% 

-- 

Earnings  (loss)  per 
share 

$0.78 

$0,63 

$0.44 

$0.17 

$(0.17) 

• Percent  increase 

from  previous  year 

24% 

43% 

159% 

124% 

38% 

(a)  Includes  a reduction  in  income  taxes  of  $481,000,  $875,000,  $628,000  and  $206,000  for  1991, 
1990,  1989,  and  1988,  respectively,  due  to  carryforward  of  prior  years'  operating  losses. 


Excluding  amounts  related  to  IBM,  total  revenue  increased  93%, 
from  $11.8  million  in  1990  to  $22.7  million  in  1991. 

• Product  sales  and  license  fees  increased  108%  to  $18.9  million 
due  to  expansion  of  the  company's  sales  force,  modifications  to 
the  marketing  arrangements  between  Easel  and  IBM,  the 
commercial  release  of  EASEL  Workbench  late  in  the  third 
quarter,  and  expanded  marketing  programs. 

• Hardware  sales  declined  from  $1.7  million  in  1990  to  $702,000  in 
1991  due  to  customers'  developing  fewer  applications  using 
touchscreens  and  a shift  in  Easel's  focus  away  from  hardware. 

• Customer  support  service  revenue  increased  40%,  primarily  as  a 
result  of  the  expansion  of  Easel's  customer  base. 

Research  and  development  expenses  were  approximately  $2.9 
million  (10%  of  revenue)  in  1991,  $2.0  million  (11%  of  revenue)  in 
1990,  and  $1.1  million  (10%  of  revenue)  in  1989. 
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Revenue  for  the  three  months  ending  March  31,  1992  reached  $8.2 
million,  a 61%  increase  over  $5.1  million  for  the  same  period  in 
1991.  Net  income  before  extraordinary  items  reached  $827,000, 
compared  to  $610,000  for  the  same  period  a year  ago.  During  the 
quarter.  Easel  further  expanded  its  distribution  channel  in  North 
America  by  opening  regional  sales  offices  in  Dallas  and  San 
Francisco. 

As  of  December  31,  1991,  Easel  had  212  full-time  employees, 
segmented  as  follows: 


Marketing/sales 

85 

Product  development 

41 

Customer  support 

38 

Management,  administration. 

and  finance 

48 

212 

Key  Products  and  Approximately  79%  of  Easel's  1991  revenue  was  derived  from 
Services  software  licenses,  7%  from  software  maintenance,  12%  from 

professional  services,  and  2%  from  touchscreen  hardware  sales. 

A three-year  summary  of  source  of  revenue  follows: 


EASEL  CORPORATION 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

1991 

1990 

1989 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software  licenses 

$22.4 

79% 

$11.6 

67% 

$7.3 

68% 

Software  maintenance 

1.9 

7% 

1.3 

7% 

0.6 

6% 

Training 

1.7 

6% 

1.5 

9% 

0.8 

7% 

Consulting 

1.7 

6% 

1.2 

7% 

0.6 

6% 

Hardware 

0.7 

2% 

1.7 

10% 

1.4 

13% 

TOTAL 

$28.4 

100% 

$17.3 

100% 

$10.7 

100% 
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EASEL  is  a graphical  application  development  environment  that 
provides  application  programmers  with  tools  to  build  business 
applications  that  feature  graphical  user  interfaces. 

• Graphical  interfaces  developed  with  EASEL  reside  entirely  on 
the  personal  workstation  and  work  either  on  a standalone  basis 
or  in  cooperation  with  other  computing  resources,  including 
mainframes,  minicomputers,  servers,  and  local-  and  wide-area 
networks.  EASEL  serves  as  a translator  between  the  end  user 
and  these  computing  resources. 

• Information  requests  made  by  the  end  user  through  the  graphical 
interface  are  interpreted  by  EASEL  and  are  transmitted  through 
EASEL'S  communications  facilities  to  the  network-wide 
computing  resources.  Requested  data  is  returned  to  the  personal 
workstation  where  EASEL  transforms  it  into  a graphical  display. 

During  the  third  quarter  of  1991,  Easel  began  shipment  of  EASEL 
Workbench,  an  OS/2-based  integrated  development  environment 
that  replaces  the  functions  of  the  EASEL  Development  System  and 
EASEL  Communications  Modules  and  Includes  additional 
functions. 

• EASEL  Workbench  includes  the  development  environment, 
which  consists  of  visual  application  programming  tools,  code- 
generation capabilities,  and  an  incremental  compiler.  It  also 
includes  the  high-level  EASEL  programming  language,  a 
production  compiler  for  the  appropriate  operating  system  (OS/2, 
Windows,  or  DOS),  and  an  EASEL  Runtime  System  for  final 
testing  in  the  target  environment. 

• EASEL  Workbench  can  be  licensed  with  up  to  three  production 
compilers  (for  OS/2,  Windows,  or  DOS  operating 
environments).  EASEL  Workbench  is  licensed  at  a single-copy 
license  fee  of  $11,900,  which  includes  one  product  compiler. 
Additional  production  compilers  are  available  at  a single-copy 
license  fee  of  $5,900. 

• EASEL  Workbench  Communications  modules  permit  EASEL  to 
communicate  with  different  remote  host  computers  and 
applications.  These  modules  support  asynchronous 
communications,  3270  communication  with  IBM  mainframe 
computers,  and  5250  communication  with  IBM  System  3X  and 
AS/400  minicomputers. 

• EASEL  Workbench  also  provides  support  for  IBM's  APPC 
protocol,  which  aids  in  the  implementation  of  cooperative 
processing  applications.  The  product  also  supports  leading  SQL 


May  1992 


Copyright  1992  by  INPUT.  Reproduction  Prohibited. 


Page  5 of  7 


EASEL  CORPORATION 


INPUT 


data  base  systems  to  facilitate  the  development  of  client/server 
applications,  as  well  as  the  DDE  protocol  for  building  integrated 
desktop  applications. 

• EASEL  Runtime  System  is  required  on  each  end  user's  personal 
workstation  for  the  operation  of  an  application  developed  with 
EASEL.  EASEL  Runtime  System  is  licensed  on  a per- 
workstation  basis.  The  single-copy  license  fee  is  $350. 

A typical  initial  end-user  license  of  an  EASEL  Starter  Kit,  which 
consists  of  an  EASEL  Workbench  Development  Environment,  a 
production  compiler,  a limited  number  of  runtimes,  attendance  at 
an  EASEL  basic  training  class  and  two  days  of  consulting  services, 
has  a list  price  of  $18,500. 

Easel  also  offers  a set  of  application  software  templates  that 
provide  a starting  point  for  an  MIS  organization's  application 
development  staff  to  build  a customized  application  solution  (using 
the  EASEL  Workbench  Development  Environment). 

• Manager's  Portfolio  includes  two  business  modules  for  creating 
executive  information  system  (EIS)  applications.  Modules 
include  EASELview,  for  creating  EASEL  applications  that 
access  and  graphically  display  data  in  PC-based  reports,  and 
StockWatch,  an  EASEL  interface  to  the  Dow  Jones 
News/Retrieval  Service. 

• EASELoffice  is  a graphical  interface  to  IBM's  PROFS  host- 
based  electronic  mail  and  calendaring  system. 

Easel's  product  license  fees  generally  include  an  initial  six-month 
period  of  maintenance  which  covers  program  corrections,  hotline 
support,  and  enhancements  and  updates  when  released.  Ongoing 
maintenance  contracts  are  offered  to  customers  and  are  renewable 
on  an  annual  basis.  Annual  maintenance  fees  are  generally  15%  of 
the  applicable  then-current  product  license  fee. 

Professional  services  provided  by  Easel  include  the  following: 

• Easel  offers  a basic  four-and-a-half  day  training  class  to  new 
users  of  the  EASEL  technology.  The  company  currently  trains 
its  customers  and  remarketers,  including  IBM  personnel  and 
customers. 

• Consulting  services  provided  by  Easel  include  application  design 
and  specification,  programming,  and  applied  expertise  in  the 
area  of  user  interface  design. 
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Industry  Markets 


Geographic 

Markets 


Easel  markets  its  products  directly  to  large  business  and 
governmental  organizations  for  internal  use  and  to  independent 
software  vendors  that  use  Easel's  products  to  develop  or  enhance 
their  own  software  products  (VARs).  The  company  also  markets  its 
products  through  distributors. 

Revenue  from  IBM  was  approximately  $5.7  million  in  1991,  $5.5 
million  in  1990,  and  $4.9  million  in  1989. 

Users  of  EASEL  include  Federal  Express,  Ford,  Merck,  Northern 
Telecom,  Texaco,  The  Travelers,  and  the  U.S.  Department  of 
Transportation. 

Easel  has  VAR  agreements  with  Comshare,  American  Software, 
Global  Software,  Group  1 Software,  Information  Associates, 
Marcam  Corporation,  and  Platinum  Technologies. 

• Since  1986,  Easel  has  had  an  agreement  with  Comshare  under 
which  Comshare  has  been  granted  a worldwide  license  to 
remarket  EASEL  products  solely  in  conjunction  with  Comshare 
products.  This  license  is  exclusive  for  the  DOS  version  of 
EASEL  for  use  with  certain  specified  third-party  decision 
support  and  executive  information  systems  products.  All 
exclusive  rights  of  Comshare  became  nonexclusive  beginning 
April  1,  1992. 


Approximately  86%  of  Easel's  1991  revenue  was  derived  from  the 
U.S.  and  14%  from  export  sales. 

In  addition  to  its  headquarters  in  Burlington  (MA),  Easel  has 
offices  in  Atlanta  (GA),  Dallas  (TX),  Irvine  and  San  Francisco 
(CA),  Parsippany  (NJ),  Lombard  (IL),  and  Toronto  (Canada). 

Revenue  from  international  distributors  accounted  for  10%,  5%, 
and  2%  of  revenue  in  1991,  1990,  and  1989,  respectively. 

• During  1989,  Easel  began  an  effort  to  develop  distribution 
relationships  with  independent  software  distributors  outside  the 
U.S.  and  in  Canada. 

• Easel  currently  has  relationships  in  place  in  Austria,  Denmark, 
Finland,  France,  Germany,  Italy,  the  Netherlands,  Norway, 
Spain,  Sweden,  Switzerland,  and  Venezuela,  and  is  negotiating 
with  potential  distributors  in  several  other  markets. 
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COMPANY  PROFILE 


EASEL  CORPORATION 

600  West  Cummings  Park 
Woburn,  MA  01801 
(617)  938-8440 


R.  Douglas  Kahn,  President  and  CEO 
Public  Corporation,  NASDAQ 
Total  Employees:  122(6/90) 

Total  Revenue,  Fiscal  Year  End 
12/31/89:  $10,686,000 


The  Company  Easel  Corporation  develops,  markets,  and  supports  software 

application  development  tools  and  application  templates.  The 
company's  core  product  is  EASEL,  a graphical  application 
development  environment.  Easel  also  offers  a range  of  consulting 
and  training  professional  services  and  a line  of  touchscreen 
monitors  which  may  be  used  in  conjunction  with  applications  built 
with  EASEL. 

• Easel  was  formed  in  1981  as  Interactive  Images,  Inc.  to  develop 
an  executive  information  system  based  on  a proprietary 
computer  hardware  platform.  During  1984,  the  company 
repositioned  itself  as  a supplier  of  software  products  used  to 
develop  graphical  applications.  The  company's  first  EASEL 
products  were  released  in  1984, 

• In  June  1990,  the  company  changed  its  name  to  Easel 
Corporation. 

The  company's  objective  is  to  be  the  leader  in  high  productivity 
application  development  tools  used  by  programmers  to  create  the 
personal  workstation  components  of  corporate  information 
systems.  Easel's  strategy  is  to: 

• Develop  products  for  building  graphical  applications 

• Improve  programmer  productivity 

• Support  multiple  host  and  workstation  operating 
environments 

• Enhance  existing  host-based  applications 

• Leverage  strategic  alliances  with  companies  in  the 
information  services  industry 

• Provide  quality  professional  services 

• Develop  an  international  market  presence 

In  August  1990,  Easel  made  an  initial  public  offering  of  1.6  million 
shares  of  common  stock,  of  which  0.9  million  were  offered  by  the 
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company  and  0.7  million  by  selling  shareholders.  Estimated  net 
proceeds  to  the  company  from  the  sale  are  $6.2  million. 

During  April  1989,  Easel  entered  into  several  agreements  with 
IBM,  including  granting  IBM  a perpetual  license,  which  is 
exclusive  through  1998,  to  market  the  OS/2  Extended  Edition 
version  of  the  EASEL  Development  System  and  EASEL  Runtime 
System.  IBM  currently  markets  and  supports  these  products  under 
the  IBM  logo.  Easel  has  been  appointed  as  a marketing  agent  by 
IBM  for  this  product  and  receives  a 25%  commission  for  products 
licensed  under  this  program. 

• IBM  was  also  granted  a nonexclusive  license  to  market  the 
DOS  version  of  the  EASEL  Runtime  System  when  the  Runtime 
System  is  embedded  in  an  IBM  product. 

• Easel  is  obligated  to  provide  maintenance  services  to  IBM  to 
assist  IBM  in  supporting  its  customers. 

• As  a result  of  these  agreements,  46%  ($4.9  million)  of  Easel's 
total  1989  revenue  was  derived  from  IBM,  of  which  $4.1  million 
was  derived  from  product  sales  and  license  fees  and  $0.8  million 
from  customer  support  services. 

In  May  1989,  IBM  acquired  approximately  1.2  million  shares  of 
Easel  Class  E Convertible  Preferred  Stock  for  $2.5  million. 
Subsequent  to  the  public  stock  offering,  these  shares  were 
converted  to  463,184  shares  of  Easel  common  stock,  representing 
approximately  10%  of  Easel's  total  outstanding  shares. 

Easel's  total  1989  revenue  reached  $10.7  million,  an  85%  increase 
over  1988  revenue  of  $5.8  million.  Net  income  rose  232%,  from 
$565,000  in  1988,  to  nearly  $1.9  million  in  1989.  A five-year 
financial  summary  follows: 
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EASEL  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1989 

1988 

1987 

1986 

1985 

CAGR 

Revenue 

• Percent  increase 

$10,686 

$5,786 

$3,275 

$2,163 

$953 

83% 

from  previous  year 

85% 

77% 

51% 

127% 

N/A 

Income  (loss)  before 
taxes 

• Percent  increase 

$2,053 

$634 

$(370) 

$(590) 

$(1,887) 

- 

from  previous  year 

224% 

271% 

37% 

69% 

N/A 

• Gross  income 

19% 

11% 

-- 

- 

- 

- 

Net  income  (loss) 

$1,874 

$565 

$(370) 

$(590) 

$(1,887) 

.. 

• Percent  increase 

(a) 

(a) 

from  previous  year 

232% 

253% 

37% 

69% 

N/A 

• Net  margin 

18% 

10% 

- 

- 

- 

Earnings  (loss)  per 
share 

$0.44 

$0.17 

$(0.17) 

$(1.15) 

$(3.71) 

• Percent  increase 

from  previous  year 

159% 

124% 

38% 

69% 

- 

(a)  Includes  a reduction  in  income  taxes  of  $628,000  and  $206,000  for  1989  and  1988,  respectively, 
due  to  carryforward  of  prior  years'  operating  losses. 


Excluding  amounts  related  to  IBM,  total  revenue  increased  9%, 

from  $ 5.3  million  to  $5.8  million. 

• Product  sales  and  license  fees  decreased  4%,  due  to  a $607,000 
decrease  in  hardware  sales  offset  by  a $436,000  increase  in 
software  license  fees. 

• Software  license  fees  increased  as  a result  of  volume  increases 
achieved  through  expansion  of  the  company's  sales  force  but 
were  offset  by  a decrease  in  license  fees.  Subsequent  to  Easel's 
agreements  with  IBM,  IBM  announced  end-user  license  fees  for 
EASEL  for  OS/2  Extended  Edition  that  were  substantially  less 
than  Easel's  end-user  license  fees  for  other  versions  of  EASEL. 
In  order  to  maintain  competitive  pricing.  Easel  lowered  the 
license  fees  for  DOS  and  OS/2  Standard  Edition  versions  of 
EASEL. 

Research  and  development  expenses  were  approximately  $1.1 
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million  (10%  of  revenue)  in  1989,  $616,000  (11%  of  revenue)  in 

1988,  and  $610,000  (18%  of  revenue)  in  1987. 

Revenue  for  the  six  months  ending  June  30, 1990  reached  $7.8 
million,  an  80%  increase  over  $4.3  million  for  the  same  period  in 

1989.  Revenue  from  IBM  represented  $2.8  million  or  36%  of  total 
revenue.  Net  income  reached  nearly  $1.3  million,  compared  to 
$448,000  for  the  same  period  a year  ago. 

As  of  June  30, 1990,  Easel  had  122  full-time  employees, 
segmented  as  follows: 


Marketing/sales 

50 

Product  development 

27 

Customer  support 

19 

Management,  administration. 

and  finance 

26 

122 

Key  Products  and  Approximately  68%  of  Easel's  1989  revenue  was  derived  from 
Services  software  licenses,  6%  from  software  maintenance,  13%  from 

professional  services,  and  13%  from  touchscreen  hardware  sales. 

A three-year  summary  of  source  of  revenue  follows: 

EASEL  CORPORATION 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  thousands) 


FISCAL  YEAR 

1989 

1988 

1987 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Software  licenses 

$7,266 

68% 

$3,124 

54% 

$1,572 

48% 

Software  maintenance 

641 

6% 

231 

4% 

65 

2% 

Training 

748 

7% 

231 

4% 

164 

5% 

Consulting 

641 

6% 

290 

5% 

229 

7% 

Hardware 

1,390 

13% 

1,910 

33% 

1,245 

38% 

TOTAL 

$10,686 

100% 

$5,786 

100% 

$3,275 

100% 
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EASEL  is  a graphical  application  development  environment  which 

provides  application  programmers  with  tools  to  build  business 

applications  that  feature  graphical  user  interfaces. 

• Graphical  interfaces  developed  with  EASEL  reside  entirely  on 
the  personal  workstation  and  work  either  on  a standalone  basis 
or  in  cooperation  with  other  computing  resources,  including 
mainframes,  minicomputers,  servers,  and  local-  and  wide-area 
networks.  EASEL  serves  as  a translator  between  the  end  user 
and  these  computing  resources. 

• Information  requests  made  by  the  end  user  through  the 
graphical  interface  are  interpreted  by  EASEL  and  are 
transmitted  through  EASEL's  communications  facilities  to  the 
network-wide  computing  resources.  Requested  data  is  returned 
to  the  personal  workstation  where  EASEL  transforms  it  into  a 
graphical  display. 

Components  of  EASEL  include  the  following: 

• The  EASEL  Development  System  consists  of  a high-level 
language,  business  graphics  capabilities,  and  communications 
facilities  to  operate  in  conjunction  with  other  applications. 

- Versions  of  the  EASEL  development  environment  are 
currently  available  for  DOS,  OS/2  Standard  Edition,  and 
OS/2  Extended  Edition. 

- EASEL  Development  Systems  are  licensed  at  a single-unit 
price  of  $7,500. 

- Easel  has  announced  support  for  Microsoft  Windows  and 
plans  to  release  a version  of  the  EASEL  product  in  late  1990 
which  can  be  used  to  generate  Windows  applications. 

• EASEL  communications  modules  permit  EASEL  to 
communicate  with  different  remote  host  computers  and 
applications.  These  modules  support  asynchronous 
communications,  3270,  and  5250.  The  single-copy  license  fee 
for  the  set  of  EASEL  communications  modules  is  $2,500  per 
developer's  workstation. 

• EASEL  Runtime  System  is  required  on  each  end  user's 
personal  workstation  for  the  operation  of  an  application 
developed  with  EASEL.  EASEL  Runtime  System  is  licensed 
on  a per-workstation  basis.  The  single-copy  license  fee  is  $350. 
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A typical  initial  end-user  license  of  an  EASEL  Starter  Kit,  which 
consists  of  an  EASEL  Development  System,  a touchscreen 
monitor,  a communications  module,  attendance  at  an  EASEL 
basic  training  class  and  two  days  of  consulting  services,  has  a list 
price  of  $15,900. 

Easel  also  offers  a set  of  application  software  templates  that 
provide  a starting  point  for  an  MIS  organization's  application 
development  staff  to  build  a customized  application  solution 
(using  the  EASEL  Development  System). 

» Manager's  Portfolio  is  a set  of  separately  licensed  modules 
which  form  an  executive  information  system  framework. 
Modules  include: 

- EASELview  graphically  displays  data  from  either  local  or 
host  information  systems.  This  module  has  a site  license  fee 
of  $12,000. 

- EASEL  OrgChart  creates  organization  charts  interactively 
from  corporate  personnel  data.  This  module  has  a site 
license  fee  of  $12,000. 

- EASEL  spreadsheet  Access  allows  users  to  create  interfaces 
that  both  read  and  write  Lotus  1-2-3  worksheet  files  from 
within  EASEL  applications.  This  module  has  a site  license 
fee  of  $6,000. 

- StockWatch  uses  the  display  and  manipulation  capabilities  of 
EASEL  to  provide  on-line  access  to  the  Dow  Jones 
News/Retrieval  Service.  This  module  has  a site  license  fee 
of  $12,000. 

• EASELoffice  is  a graphical  interface  to  IBM's  PROFS  host- 
based  electronic  mail  and  calendaring  system.  EASELoffice 
was  introduced  in  1989  and  has  a site  license  fee  of  $25,000. 

Easel's  product  license  fees  generally  include  an  initial  six-month 
period  of  maintenance  which  covers  program  corrections,  hotline 
support,  and  enhancements  and  updates  when  released.  Ongoing 
maintenance  contracts  are  offered  to  customers  and  are  renewable 
on  an  annual  basis.  Annual  maintenance  fees  are  generally  15% 
of  the  applicable  then-current  product  license  fee. 

Professional  services  provided  by  Easel  include  the  following: 

• Easel  offers  a basic  four-and-a-half  day  training  class  to  new 
users  of  the  EASEL  technology.  The  company  currently  trains 
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Industry  Markets 


Geographic 

Markets 


its  customers  and  remarketers,  including  IBM  personnel  and 
customers. 

• Consulting  services  provided  by  Easel  include  application 
design  and  specification,  programming,  and  applied  expertise  in 
the  area  of  user  interface  design. 


Easel  markets  its  products  directly  to  large  business  and 
governmental  organizations  for  internal  use  and  to  independent 
software  vendors  that  use  Easel's  products  to  develop  or  enhance 
their  own  software  products  (VARs).  The  company  also  markets 
its  products  through  distributors. 

For  1989,  46%  of  revenue  was  derived  from  IBM. 

Users  of  EASEL  include  Boeing,  Consilium,  Dupont,  Federal 
Express,  Ford,  Kodak,  Merck,  Northern  Telecom,  Texaco,  The 
Travelers,  and  the  U.S.  Department  of  Transportation. 

Easel  has  VAR  agreements  with  Comshare,  American  Software, 
Computer  Corporation  of  America,  Consilium,  Global  Software, 
InfoData  Systems,  and  Tesseract. 

• Since  1986,  Easel  has  had  an  agreement  with  Comshare  under 
which  Comshare  has  been  granted  a worldwide  license  to 
remarket  EASEL  and  StockWatch  solely  in  conjunction  with 
Comshare  products.  This  license  is  exclusive  for  the  DOS 
version  of  EASEL  and  StockWatch  for  use  with  certain 
specified  third-party  decision  support  and  executive  information 
systems  products.  All  exclusive  rights  of  Comshare  become 
nonexclusive  beginning  April  1, 1992, 

For  1988,  14%  of  total  revenue  was  derived  from  Ford  Motor 
Company  and  18%  of  revenue  was  derived  from  Comshare. 


Approximately  98%  of  Easel's  1989  revenue  was  derived  from  the 
U.S.  and  2%  from  international  sources. 

During  1989,  Easel  began  an  effort  to  develop  distribution 
relationships  with  independent  software  distributors  outside  the 
U.S.  and  Canada. 

• In  November  1989,  Easel  entered  into  an  exclusive  agreement 
with  a distributor  in  the  U.K. 
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• Easel  also  has  relationships  in  place  in  Scandinavia  and 
Venezuela  and  is  negotiating  with  potential  distributors  in 
several  other  markets. 

In  addition  to  its  headquarters  in  Woburn  (MA),  Easel  has  offices 
in  Irvine  (CA),  Parsippany  (NJ),  and  Lombard  (IL). 
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E.B.S.  DATA  PROCESSING,  INC. 
P.O.  Box  5606  TA 
5670  So.  Syracuse 
Denver,  CO  802 1 7 
(303)  773-1313 


Ramon  Jarrell,  President 
Wholly  Owned  Subsidiary 
of  Optimum  Systems,  Inc. 
Total  Employees;  200 
Total  Revenues,  Fiscal  Year 
End  7/31/81:  $8,500,000 


THE  COMPANY 

• E.B.S.  Data  Processing,  Inc.  primarily  provides  batch  processing  services  with 
applications  for  the  equipment  dealership  industry  and  financial  applications. 
The  company  has  recently  introduced  several  turnkey  systems  based  on  both 
mini-  and  microcomputers. 

• E.B.S.  revenues  in  FY  1981  were  $8.5  million,  compared  with  FY  1979 
revenues  of  $8  million.  The  low  growth  rate  is  due  to  the  sale  of  five  out  of 
seven  data  centers  since  1979.  Revenues  have  been  maintained  by  increases  in 
business  volume  from  the  Denver  center. 

• E.B.S.  has  approximately  130  employees  at  its  Denver  headquarters  and  70 
people  at  its  Burlingame  data  center.  The  200  employees  are  divided  by 
function  as  follows; 


Marketing/sales  15 

Software  services  and  customer  support  60 

Computer  operations  NO 

General  and  administrative  15 


200 


KEY  PRODUCTS  AND  SERVICES 

• Approximately  95%  of  E.B.S.'s  FY  1981  revenue  was  derived  from  batch 
processing  services  and  5%  from  turnkey  products.  Turnkey  sales  are  expected 
to  contribute  a higher  portion  of  the  total  in  FY  1982. 

• E.B.S.  began  offering  financial  processing  services  from  its  Burlingame  data 
center  in  1955.  It  still  offers  batch  processing  with  payroll,  general  ledger, 
accounts  payable,  and  accounts  receivable  applications.  The  company  will 
provide  customization  of  the  proprietary  software  used  for  processing. 

• The  Burlingame  office  also  offers  a Property  Management  turnkey  system 
based  on  a Texas  Instruments  microprocessor  or  as  a processing  service. 
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The  system  is  designed  to  track  apartment  complex  and  shopping  center 
rentals.  It  includes  general  ledger  and  billing  applications. 

There  is  one  installation  of  the  turnkey  system  which  sells  for  $15,000. 
The  majority  of  marketing  for  this  product  is  conducted  through  the 
mail. 

The  Property  Management  System  is  available  via  telephone  grade  lines 
on  an  interactive  basis.  There  are  currently  six  customers  using  this 
option. 

• In  addition  to  batch  processing  services,  E.B.S.  Denver  headquarters  offers  two 
standalone  turnkey  products  which  can  also  be  accessed  interactively.  The 
Denver  facility  specializes  in  processing  for  equipment  dealerships  and  has 
approximately  200  accounts  in  the  U.S.,  Canada,  Mexico,  and  England. 

• In  1981,  E.B.S.  began  marketing  versions  of  a turnkey  system  for  equipment 
dealerships  using  its  proprietary  software  and  Digital  Equipment  hardware. 

The  more  sophisticated  turnkey  system  runs  on  DEC  I 100  Series  and 
VAX  equipment.  It  ranges  in  price  from  $50,000  to  $150,000  and 
includes  the  following  applications: 

. Accounting. 

. Order  entry. 

. Sales  department  information. 

. Service. 

. Inventory  control. 

. General  ledger. 

. Accounts  payable. 

. Accounts  receivable. 

A less  complex  version  also  runs  on  DEC  equipment  but  does  not  include 
all  the  applications  and  costs  $30,000  to  $40,000. 

Currently  there  is  a pilot  installation  of  the  turnkey  system,  four 
customers  using  the  interactive  processing  service,  and  two  installa- 
tions with  licensed  software. 

An  additional  version  will  be  adapted  for  micro-mini  use  in  1982  which 
will  sell  for  $30,000  to  $40,000. 

• E.B.S.  has  also  recently  begun  marketing  the  PHACTS  Pharmacy  System  on 
which  approximately  four  years  of  development  effort  were  spent. 

The  PHACTS  System  uses  a Motorola  6809  chip  and  is  an  in-store 
system.  There  are  currently  three  installations  with  orders  for  an 
additional  six. 
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Applications  provided  by  PHACTS  include  the  printing  of  prescription 
labels  and  receipts,  maintenance  of  a profile  of  patient's  prescriptions, 
and  the  provision  of  a number  of  in-store  reports  for  management 
purposes. 

The  turnkey  system  is  priced  at  $28,000. 

INDUSTRY  MARKETS  Eighty  percent  of  E.B.S.'s  revenue  is  derived  from  equipment 
dealerships  (retail  distributors),  2%  from  pharmacies,  and  18%  from  other  industries. 

GEOGRAPHIC  MARKETS  E.B.S.  derives  4%  of  its  revenue  from  international 
sources  (Mexico,  Canada  and  England)  and  the  remaining  96%  from  the  U.S. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• E.B.S.  has  two  data  centers  with  the  following  equipment: 

Denver  headquarters: 

. I IBM  370/158  running  under  DOS/MVT  (replacing  twin  IBM 
360/65s  in  December  1981). 

. 2 DEC  1 1 /70s  (for  interactive  processing). 

. I DEC  1 1 /44  (for  development). 

Burlingame  data  center: 

. I IBM  370/155  running  under  DOS/MVT. 
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Easel  Corporation 


President  & CEO  : R.  Douglas  Kahn 

25  Corporate  Drive 
Burlington,  MA  01803 
Phone:  (617)221-2100 

Fax:  (617)221-3099 


Status;  Public 

Employees;  205  (1/94) 

Revenue;  $27,148,000 

Fiscal  Year  End;  12/31/93 


Key  Points 

• Easel  Corporation  is  a supplier  of 
client/server  development  tools. 

• In  May  1994,  the  company  announced  the 
ESL  technology  family  that  incorporates 
new  tools  along  with  major  upgrades  of 
existing  Easel  products. 

• In  March  1994,  Easel  announced  the 
formation  of  a wholly-owned  subsidiary  in 
Japan — Easel  Japan  K.K. 

• In  February  1994,  Easel  introduced 
Synchrony,  a development  toolset  for 


business  object  management  as  part  of  the 
Object  Studio  product  line. 

• In  the  fourth  quarter  of  1993,  the  company 
underwent  restructuring  and  created  two 
separate  business  units  for  Enterprise  (now 
ESL  Technology)  Workbench  and  the 
Object  Studio  product  lines. 

Company  Description 

Easel  Corporation  develops,  markets  and 
supports  software  products  for  the  emerging 
client/server  market.  The  company's  products 
are  used  by  organizations  to  design,  prototype, 
build,  test,  deploy  and  maintain  business 
applications.  The  company  also  offers  a range 
of  support,  consulting  and  training  services  to 
its  customers.  ESL  Technology  and  Object 
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Studio  are  the  company's  principal  product 

lines. 

• Easel  was  formed  in  1981  as  Interactive 
Images,  Inc.  to  develop  an  executive 
information  system  based  on  a proprietary 
computer  hardware  platform.  During  1984, 
the  company  repositioned  itself  as  a supplier 
of  software  products  used  to  develop 
graphical  applications.  The  company's  first 
EASEL  products  were  released  in  1984. 

• In  June  1990,  the  company  changed  its  name 
to  Easel  Corporation  and  made  an  initial 
public  offering  of  its  common  stock  in 
August  1990. 

• As  of  December  31,  1993,  IBM  owned 
463,184  shares  (approximately  7.6%)  of  the 
outstanding  shares  of  common  stock  of 
Easel.  By  March  10,  1994,  IBM  had  sold  all 
of  its  outstanding  shares. 

• During  1989,  Easel  entered  into  several 
agreements  with  IBM  including  a perpetual 
site  license  and  exclusive  license  to  market 
certain  products  of  the  company.  Since 
then,  several  modifications  were  made  to 
the  terms  of  the  agreement.  These 
agreements  expired  at  the  end  of  1993  and 
have  not  been  renewed. 

• In  1993,  the  company's  German  subsidiary 
entered  into  a nonexclusive  marketing 
agreement  with  IBM  Germany  that 
provided  IBM  with  nonexclusive  rights  to 
ESL  Technology  and  Object  Studio  products 
in  Germany. 

• In  February  1994,  the  Object  Studio 
software  products  were  added  to  Easel's 
marketing  agreement  with  IBM  World 
Trade  Corporation  that  provided  IBM  with 


marketing  rights  to  ESL  Technology 
throughout  the  Asia  Pacific  region. 

Structure  and  Operations 

In  the  fourth  quarter  of  1993,  Easel 
restructured  its  operations  and  created  two 
separate  business  units  for  its  major  product 
lines  as  follows: 

• The  ESL  Technology  business  unit  has  28 
employees  and  contributed  approximately 
$13.3  million  to  Easel's  1993  software 
revenue. 

• The  Object  Studio  business  unit  has  50 
employees  and  contributed  about  $3.5 
million  to  Easel's  1993  software  revenue. 

Headquartered  in  Burlington  (MA),  the 
company  has  offices  in  Atlanta  (GA),  Los 
Angeles  (CA),  Trenton  (NJ)  and  Lombard 
(IL). 

The  company  has  three  subsidiaries  in 
England,  Germany  and  Japan.  It  has 
distributor  relationships  in  Australia,  Austria, 
Belgium,  Brazil,  Denmark,  Finland,  France, 
Italy,  Netherlands,  Norway,  Spain,  Sweden, 
Switzerland,  Venezuela  and  the  Asia-Pacific 
region. 

Company  Strategy 

The  company's  objective  is  to  be  the  leading 
provider  of  application  development  tools  for 
development  of  business  applications  in  the 
client/server  environment. 

Easel's  strategy  is  to: 

• Focus  on  providing  software  tools  for 
developing  client/server-based  applications 

• Improve  programmer  productivity 
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C*  Leverage  benefits  of  object-oriented 

technology  and  distributed  object  computing 
• Support  open  product  architecture  and 
multiple  operating  environments 
• Leverage  strategic  alliances  with  companies 
in  the  information  services  industry 
• Expand  distribution  channels  by  adding 
distributors  in  the  U.S.  and  internationally 


• Provide  quality  professional  services 

Financials 

Total  1993  revenue  reached  $27.1  million,  an 
18%  decrease  over  1992  revenue  of  $32.9 
million.  Net  income  fell  194%,  from  a loss  of 
$3.0  million  in  1992  to  a loss  of  $8.9  million  in 
1993.  A five-year  financial  summary  follows: 


Easel  Corporation 
Five-Year  Financial  Summary 
($  Thousands,  except  per  share  data  ) 


Fiscal  Year 

Item 

1993 

1992 

1991 

1990 

1989 

Revenue 

$27,148 

$32,977 

$31,484 

$18,071 

$11,644 

• Percent  increase  (decrease) 

from  previous  year 

(18%) 

5% 

74% 

55% 

101% 

Income  (loss)  before  taxes 

$(8,916) 

$(3,033) 

$4,133 

$1,800 

$1,290 

• Percent  increase  (decrease) 

from  previous  year 

(194%) 

(173%) 

130% 

40% 

259% 

Net  income  (loss) 

$(8,916) 

$(3,033) 

$4,714 

$2,675 

$1,984 

• Percent  increase  (decrease) 

from  previous  year 

(194%) 

(164%) 

76% 

35% 

251% 

Earnings  (loss)  per  share 

$(1.47) 

$(0.52) 

$0.75 

$0.49 

$0.40 

• Percent  increase  (decrease) 

from  previous  year 

(183%) 

(169%) 

53% 

23% 

135% 

Easel's  weak  financial  performance  can  be 
attributed  to  three  major  factors: 

• Revenue  from  the  ESL  Technology  product 
line,  a major  source  of  revenue  in  previous 
years,  decreased  by  29%  from  1992  to  1993. 
According  to  the  company,  this  decline  was 
primarily  due  to  market  weakness  in  the 
OS/2  operating  system  on  which  the 
product's  visual  tools  rely,  and  the  decrease 


generated  through  Easel's  relationship  with 
IBM. 

• The  ENFIN  product,  acquired  in  1992,  fell 
short  of  generating  the  expected  revenue. 
The  product  did  not  meet  Easel's  standards 
for  quality  and  documentation. 

• A third  major  factor  affecting  1993  revenue 
was  a restructuring  action  in  the  fourth 
quarter  which  resulted  in  a one-time 
restructuring  charge. 
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Research  and  development  expenditures  were 
approximately  $5.5  million  (20%  of  revenue) 
in  1993,  compared  to  $4.6  million  (14%  of 
revenue)  in  1992,  and  $3.5  million  (11%  of 
revenue)  in  1991.  This  increase  was  primarily 
due  to  the  expansion  of  the  object-oriented 
product  development. 

Interim  results:  Revenues  for  the  three  months 
ending  March  31,  1994  were  $4.7  million  as 
compared  to  $6.7  million  for  the  same  period 
in  1993.  Easel  reported  a net  loss  of  $1.1 
million  in  the  first  quarter  of  1994,  compared 
with  a net  loss  of  $489,606  in  the  first  quarter 
of  1993. 

The  decline  in  revenues  from  the  first  quarter 
of  1993  to  the  first  quarter  of  1994  was 
attributed  to  the  expiration  of  Easel's  contract 
with  IBM,  which  accounted  for  approximately 
$1.4  million  in  revenues  in  the  first  quarter  of 
1993. 

The  ESL  Technology  business  unit  accounted 
for  54%  of  total  revenue,  while  the  Object 
Studio  business  unit  accounted  for  46%  of 
total  revenues  in  the  first  quarter  of  1994. 

Market  Financials 

Easel  markets  its  products  directly  to  large 
business  and  governmental  organizations  for 


internal  use,  and  to  independent  software 
vendors  that  use  Easel's  products  to  develop 
or  enhance  their  own  software  products 
(VARs).  The  company  also  markets  its 
products  through  distributors. 

Revenue  from  IBM  decreased  20%  to  $5.1 
million  in  1993  from  $6.4  million  in  1992  and 
decreased  as  a percentage  of  total  revenue  to 
19%  in  1993  from  20%  in  1992. 

Revenue  Analysis  by  Product  Line 

Approximately  58%  of  Easel's  1993  revenue 
was  derived  from  product  sales  and  licenses, 
which  includes  all  license  fees  and  royalty 
revenue  from  software  products  as  well  as  . 
42%  from  customer  support  services,  which 
include  software  maintenance,  consulting  and 
training.  A three-year  summary  of  source  of 
revenue  appears  on  the  following  page. 

Easel's  ESL  Technology  product  line 
contributed  49%,  63%  and  71%  of  revenue  in 
1993,  1992  and  1991  respectively. 

The  Object  Studio  product  line  accounted  for 
13%,  9%  and  8%  of  revenue  in  1993,  1992 
and  1991  respectively. 
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Easel  Corporation 

Three-Year  Source  of  Revenue  Summary 
($  Thousands) 


Fiscal  Year 

1993 

1992 

1991 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Software  licenses 

$16,832 

62% 

$23,743 

72% 

$24,872 

79% 

Software  maintenance 

4,887 

18% 

3,627 

11% 

2,204 

7% 

Training 

1,900 

7% 

1,649 

5% 

1,574 

5% 

Consulting 

3,529 

13% 

3,298 

10% 

2,204 

7% 

Hardware 

- 

~ 

660 

2% 

630 

2% 

Total 

$27,148 

100% 

$32,977 

100% 

$31,484 

100% 

Geographic  Markets  A three-year  geographic  source  of  revenue 

Approximately  70%  of  Easel’s  1993  revenue  summary  follows: 

was  derived  from  North  America,  20%  from 

Europe  and  10%  from  export  sales  from  the 

U.S. 


Easel  Corporation 

Three-Year  Source  of  Revenue  Summary 
($  Thousands) 


Fiscal  Year 

1993 

1992 

1991 

Item 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

North  America 

$19,029 

70% 

$25,118 

76% 

$26,396 

83% 

Europe 

5,313 

20% 

4,820 

15% 

2,373 

8% 

Export  sales  from  U.S. 

2,806 

10% 

3,039 

9% 

2,715 

9% 

Total 

$27,148 

100% 

$32,977 

100% 

$31 ,484 

100% 

Acquisitions 

Acquisitions  made  by  Easel  over  the  past  two 
years  include  the  following: 

• In  March  1993,  Easel's  German  subsidiary 
acquired  certain  assets  of  AGLAIS  and 
obtained  noncompete  agreements  from  two 
key  employees  of  AGLAIS,  for  a total  of 


approximately  $585,000.  The  acquisition 
was  accounted  for  as  a purchase. 

- AGLAIS  is  a German  distributor  of 
software  products 

- AGLAIS  had  approximately  10  employees 
at  the  time  of  the  acquisition  and  1992 
revenue  of  about  $1.0  million. 
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• In  September  1992,  Easel  acquired  Enfin 
Software  Corporation  for  approximately 
652,018  shares  of  the  company's  common 
stock.  The  acquisition  was  accounted  for  as 
a pooling  of  interests. 

- Enfin  is  a developer  of  the  ENFIN  object 
technology  toolset,  which  now  forms  the 
basis  for  Easel's  Object  Studio  family. 

- Enfin  had  approximately  40  employees  at 
the  time  of  the  acquisition  and  1991 
revenue  of  about  $3.0  million. 

• In  February  1992,  Easel  acquired  the  assets 
of  Lloyd  Savage  Graphical  Interfaces,  Ltd. 
of  the  U.K.,  for  approximately  $1.4  million. 
The  acquisition  was  accounted  for  as  a 
purchase. 

- Lloyd  Savage  Graphical  Interfaces,  Ltd. 
(LSGI)  is  a distributor  of  software 
products. 

- LSGI  had  approximately  19  employees  at 
the  time  of  the  acquisition  and  1991 
revenue  of  about  $2.0  million. 

Employees 

As  of  January  31,  1994,  Easel  had 
approximately  205  employees,  segmented  as 
follows: 


Marketing  and  sales 56 

Product  development 50 

Consulting,  training  & support 60 

Finance  and  administration 39 


205 

• The  company  currently  has  199  employees. 


Key  Products  and  Services 

Products 

Easel  offers  two  distinct  families  of 
client/server  application  development 
products — the  ESL  Technology  family  and  the 
Object  Studio  family. 

The  ESL  Technology  Family  is  an  event- 
driven  development  technology  for  corporate 
developers  who  need  to  deliver  applications 
deployable  across  multiple  operating  systems 
and  client/server  architectures.  More  than 
300,000  PCs  are  running  a broad  spectrum  of 
ESL  Technology  applications  deployed 
worldwide.  Products  in  this  family  include: 

• ESL  Workbench™  — ^an  integrated  OS/2- 
based  development  environment  for 
creating  production  client/server 
applications. 

• ESL  for  Windows™ — ^a  native  Windows 
development  environment  that  enables 
developers  to  create  production 
client/server  applications. 

• ESL  QuikStep — ^a  source  code  project 
manager  and  interactive  source-level 
debugger  designed  to  simplify  the  process  of 
testing  and  maintaining  an  ESL  for 
Windows  application. 

• ESL  Renovator™  — ^a  version  of  ESL 
Workbench  designed  to  update  existing  host 
applications. 

• ESL  Continuity™— translates  External 
Source  Format  (ESF)  code  from  any  CASE 
vendor  supporting  ESF — including  IBM, 
Texas  Instruments,  Knowledge  Ware  and 
Bachman — into  ESL  language  source  code. 
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ESL  Workbench  offers  a set  of  visual  tools  as 

follows: 

• Layout  Editor  for  visually  organizing  an 
application  interface  by  placing  and  sizing 
windows,  dialog  boxes,  dialog  controls  and 
other  objects. 

• Drawing  Editor,  Text  Editor  and  Menu 
Editor  for  creating,  editing  and  fine-tuning 
various  components  of  an  application. 

• Attribute  Editor  for  defining  and  editing 
attributes  of  different  components  of  an 
application. 

• Parts  Catalog  is  a hierarchial  catalog  of 
application  objects  for  viewing  how  an 
application  is  organized  or  loading  a specific 
application  object  into  the  appropriate 
editor. 

• Project  View  Manager  organizes  an 
application  by  grouping  its  components  into 
logical  sets. 

ESL  Workbench  offers  visual  debugging  tools 

as  follows: 

• Interactive  Debugger  for  executing  an 
application  continuously  or  statement  by 
statement. 

• Trace  Facilities  for  visually  monitoring  the 
execution  of  a program. 

• Stack  Window  for  viewing  the  response 
blocks,  action  routines  and  subroutines  and 
level  of  nesting.  It  immediately  edits 
runtime  values  through  a link  to  the 
attribute  editor. 

Easel's  visual  programming  tool  is  the  ESL 

Wizard.  It  provides  reusable  code  libraries 


and  dynamic  code  generation  along  with 
delivering  appropriate  sample  ESL  code 
libraries  for  a variety  of  program 
architectures,  visual  components  or 
connectivity  options  through  an  easy  point- 
and-click  interface. 

Object  Studio  product  line  is  geared  to 
building  Smalltalk-based  client/server 
applications  that  are  scaleable  to  a larger 
number  of  users  and  increasing  functionality 
requirements. 

This  product  line  includes: 

• ENFIN™ — ^an  object-oriented  client/server 
application  development  environment  with 
visual  programming  tools  for  Microsoft 
Windows,  OS/2  Presentation  Manager  and 
UNIX  Motif. 

• Synchrony™  — ^a  business  object 
management  tool  that  integrates  the  design, 
assembly  and  reuse  of  high-level  business 
objects. 

• TeamBuilder™ — enables  groups  of 
developers  to  build  applications 
simultaneously. 

Support,  Training  and  Consulting 

Easel's  product  license  fees  include  an  initial 
three-month  maintenance  period  that  covers 
program  corrections,  hotline  support, 
enhancements  and  updates  when  released  by 
the  company.  Annual  maintenance  fees  are 
approximately  15%  to  18%  of  the  applicable, 
then  current  product  license  fee. 

Easel  offers  technical  support  via  telephone 
support  and  problem  isolation,  EaselFax 
automated  fax  response  system.  Easel 
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Exchange  electronic  bulletin  board  and 
upgrade  services  that  provide  automatic 
updates  of  ESL  products  at  no  extra  charge. 

The  company  offers  introductory  and 
advanced  training  classes  to  users  of  the 
company's  products.  The  company  currently 
trains  its  customers  and  outside  consultants. 

The  company  provides  consulting  services  that 
include  application  design  and  specification, 
programming  and  applied  expertise  in  the 
area  of  client/server  computing. 

Clients 

Easel  markets  its  products  and  services  to 
large  businesses  and  government 
organizations.  Some  of  the  company's 
customers  include: 

American  Express  Company,  Armstrong 
World  Industries,  Inc.,  Bankers  Trust 
Company,  Becton,  Dickinson  & Co.,  Blue 
Cross  Blue  Shield,  Boeing  Computer  Services, 
British  Telecommunications,  Chase 
Manhattan  Bank,  Chevron  Company,  Chrysler 
Corp.,  CIGNA,  Continental  Bank,  Danske 
Bank,  DRI/McGraw-Hill,  Dun  & Bradstreet, 
Federal  Express,  Ford  Motor  Co.,  GE  Aircraft 
Engines  of  Canada,  Kemper  Financial 
Services  Inc.,  Los  Angeles  Department  of 
Water  and  Power,  MCI,  M&I  Data  Services, 
Mobil  Corporation,  Para  Research,  Platinum 
Technology,  Programart,  Prudential  Insurance 
Co.,  Renault,  Santa  Fe  Railway,  Sears 
Roebuck,  Shared  Medical  Systems,  Swiss  Rail, 
Systemhouse  Inc.,  Thames  Television,  US 
Sprint,  VF  Corporation,  Wells  Fargo  Bank 
and  Yellow  Freight  Systems,  Inc. 


Marketing  and  Sales 

Easel  markets  its  products  through  a network 
of  direct  sales  offices  in  North  America  and 
affiliates  and  subsidiaries  in  28  countries 
worldwide. 

The  company's  subsidiaries  are  Easel  U.K., 
Easel  Japan  K.K.  and  Easel  Deutschland 
GmbH.  These  subsidiaries  sell  both  product 
lines. 

The  company  has  international  sales 
relationships  in  Australia,  Austria,  Belgium, 
Brazil,  Denmark,  Finland,  France,  Italy, 
Netherlands,  Norway,  Spain,  Sweden, 
Switzerland,  Venezuela  and  the  Asia-Pacific 
region. 

Easel's  VAR  business  is  a sales  effort  focused 
on  ISVs  that  use  the  company's  products  to 
build  or  enhance  their  own  applications.  The 
company  has  formed  relationships  with 
companies  such  as  DRI/McGraw-Hill,  M&I 
Data  Services,  Para  Research,  Platinum 
Technology,  Programart  and  Shared  Medical 
Systems. 

The  company's  marketing  program  includes 
telemarketing,  public  relations,  direct  mail, 
advertising,  promotional  material,  seminars 
and  ongoing  customer  communication 
programs.  A user  meeting  is  held 
approximately  once  every  18  months. 

Competition 

Easel  faces  competition  from  companies  that 
provide  client/server-based  application 
development  tools  and  include — ^Powersoft, 
Gupta,  Microsoft,  Uniface  and 
KnowledgeWare. 
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The  company's  Object  Studio  products 
compete  with  other  Smalltalk-based  tools 
including  ParcPlace,  IBM  and  Digitalk. 

Easel  also  competes  with  a large  number  of 
indirect  competitors,  including  RDBMS 
vendors  that  provide  application  development 
tools  with  their  proprietary  database 
technology,  CASE  tools  vendors  and  personal 
workstation-based  application  development 
tools  vendors. 

INPUT  Assessment 

• Easel's  main  challenge  is  to  gain  more 
momentum  in  the  client/server  application 
development  market  with  its  competitive 
products,  complementing  its  strength  in 
graphical  front-end  application 
development. 

• Easel  has  a very  good  support  system  in 
place,  with  the  EaselFax  faxback  system 
and  Easel  Exchange  bulletin  board  services. 

• With  the  expiration  of  its  marketing 
agreement  with  IBM,  Easel  needs  to  form 
joint  marketing  alliances  with  vertical 
market  vendors. 

• Easel  needs  to  have  more  partners  in  order 
to  build  its  indirect  channels. 
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COMPANY  PROFILE 


ECAD,  INC. 

2455  Augustine  Drive 
Santa  Clara,  CA  95054 
(408)  727-0264 


Glen  M.  Antle,  Chairman  and  CEO 
James  A.  Hill,  President 
Public  Corporation,  OTC 
Total  Employees;  160  (5/87) 

Total  Revenue,  Fiscal  Year  End 
12/31/86;  $16,591,000 


THE  COMPANY 

• ECAD,  Inc.,  founded  in  January  1983,  was  reincorporated  in  Delaware  in  April 
1987.  The  company  develops,  markets,  and  supports  computer-aided 
design/computer-aided  engineering  (CAD/CAE)  application  software  products 
for  layout  design  and  layout  verification  of  integrated  circuits.  ECAD's 
products  are  used  by  engineers  in  the  aerospace,  application  specific  inte- 
grated circuit  (ASIC),  automotive,  computer,  consumer  electronics,  semi- 
conductor, silicon  compiler,  and  telecommunications  industries. 

• In  June  1987  ECAD  made  an  initial  public  offering  of  approximately  2.4 
million  shares  of  common  stock,  of  which  1.5  million  were  sold  by  ECAD  and 
the  remaining  868,500  shares  by  selling  stockholders.  Estimated  net  proceeds 
to  the  company  of  $1  1.3  million  will  be  used  for  general  corporate  purposes. 

• ECAD's  1986  revenue  reached  $16.6  million,  a 38%  increase  over  1985  revenue 
of  $12.1  million.  Net  income  rose  19%,  from  $1.3  million  in  1985  to  $1.5 
million  in  1986.  A four-year  financial  summary  follows; 
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ECAD,  INC. 

FOUR-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


' ^^^_FISCAL  YEAR 

ITEM 

1986 

1985 

1984 

1983 

Revenue 

$ 16,591 

$ 12,057 

$5,679 

$785 

. Percent  increase 

from  previous  year 

38% 

1 12% 

623% 

N/A 

Income  before  taxes 

$ 2,344 

$ 1,775 

$ 1,647 

$ 34 

. Percent  increase 

from  previous  year 

32% 

8% 

* 

N/A 

Net  income 

$ 1,496 

$ 1,258 

$ 995 

$ 16 

. Percent  increase 

from  previous  year 

19% 

26% 

* 

N/A 

Earnings  per  share 

$ 0.17 

$ 0.17 

$ 0.16 

- 

. Percent  increase 

from  previous  year 

- 

6% 

N/A 

N/A 

♦Percent  change  exceeds  1,000%. 


• ECAD  management  attributes  recent  revenue  growth  primarily  to  increases  in 
software  license  fees  from  existing  customers  ordering  additional  products  in 
the  product  line,  ordering  newer  versions  of  the  company's  products,  and 
upgrading  their  existing  licenses  to  run  the  software  on  more  powerful 
computer  configurations. 

Although  a majority  of  ECAD's  license  revenue  has  been  generated  by 
the  company's  direct  sales  organization,  revenue  from  OEMs  contrib- 
uted 14%  and  7%  to  total  revenue  in  1986  and  1985,  respectively. 

Maintenance  revenue  rose  144%  during  1986  due  to  the  larger  installed 
base  of  products  and  as  a result  of  an  increase  in  the  list  price  of 
maintenance  contracts. 

• Research  and  development  expenditures  were  approximately  $4.5  million  (27% 
of  revenue)  in  1986,  $3.7  million  (30%  of  revenue)  in  1985,  and  $1.6  million 
(29%  of  revenue)  in  1984. 

• Acquisitions  made  by  ECAD  include  the  following: 

In  February  1985  ECAD  acquired  Simon  Software,  Inc.  for  867,084 
shares  of  common  stock.  Simon  Software  designs  application  software 
for  circuit  level  simulations.  The  acquisition  was  accounted  for  as  a 
pooling  of  interests. 
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In  October  1986  ECAD  acquired  the  rights  to  Phoenix  Data  Systems' 
MASKAP  layout  verification  software  product  for  $835,000. 

• Revenue  for  the  six  months  ending  June  30,  1987  reached  $10.7  million,  a 3496 
increase  over  $8  million  for  the  same  period  in  1986.  Net  income  rose  59%, 
from  $810,000  to  $1,291,000. 

• As  of  May  31,  1987,  ECAD  had  160  employees  (12 1 U.S.  and  39  international), 
segmented  as  follows: 

Sales,  marketing,  and  support  84 

Product  development  61 

Management,  administration,  and  finance  1 5 

160 

• ECAD's  primary  competitors,  by  product  area,  include  the  following: 

Layout  verification:  Silvar-Lisco  (DVS  product)  and  in-house  develop- 
ment. 

Layout  design:  Silvar-Lisco  and  SDA  Systems,  Inc. 

KEY  PRODUCTS  AND  SERVICES 


• Approximately  84%  of  ECAD's  1986  revenue  was  derived  from  CAD/CAE 
software  product  licenses  and  16%  from  associated  maintenance  services.  A 
three-year  summary  of  source  of  revenue  follows  ($  thousands): 


FISCAL  YEAR 

1986 

1985 

1984 

ITEM 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

License  fees 

$13,969 

84% 

$10,982 

91% 

$5,312 

94% 

Maintenance 

2,622 

16 

1,075 

9 

367 

6 

Total 

$16,591 

100% 

$12,057 

1 00% 

$5,679 

1 00% 

• Substantially  all  of  ECAD's  revenues  to  date  have  resulted  from  software 
licenses  and  maintenance  agreements  derived  from  the  company's 
DRACULA®  family  of  layout  verification  products,  which  were  first  released 
in  April  I 983. 

During  1986,  91%  of  ECAD's  revenue  was  derived  from  DRACULA 
product  licenses  and  maintenance  services. 
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The  remaining  9%  of  revenue  was  derived  from  the  company's  newly 
introduced  SYMBAD^  “’  family  of  layout  design  products  and  the  SIMON 
product  acquired  in  late  1986. 

• DRACULA  is  a family  of  individual  layout  verification  products  that  are 
individually  priced  and  may  be  installed  separately.  Their  function  is  to 
ensure  that  a circuit  as  laid  out  can  be  manufactured,  to  ensure  that  the 
layout  design  matches  the  logic  design,  and  to  allow  the  designer  to  analyze 
the  performance  of  the  circuit  from  the  layout.  One  product  also  produces 
input  to  optical  and  electron-beam  mask  making  systems. 

• The  DRACULA  family  has  evolved  into  three  versions,  DRACULA  I, 
DRACULA  II,  and  DRACULA  III.  The  company's  strategy  is  to  provide 
customers  with  a choice  of  performance  features  suitable  to  their 
application,  design  methodology,  and  manufacturing  processes. 

. DRACULA  1 was  the  original  product  family  and  is  directed 
toward  users  designing  small  circuits,  such  as  analog  or  bipolar 
circuits  and  small  gate  arrays,  or  users  for  whom  computing 
speed  is  not  a critical  requirement. 

. DRACULA  II  is  used  by  designers  of  larger  circuits  in  the  range 
of  10,000  to  100,000  transistors.  For  circuits  over  20,000 
transistors,  DRACULA  II  is  generally  about  twice  as  fast  as 
DRACULA  I.  DRACULA  II  is  intended  for  the  design  of  larger 
gate  arrays,  standard  cell  arrays,  and  mid-sized  custom  products 
designed  by  integrated  circuit  designers. 

. DRACULA  III  uses  a hierarchical  approach  to  layout  verification 
that  provides  significant  improvements  over  DRACULA  II  in 
error  isolation,  resource  usage,  and  speed.  DRACULA  III  is 
intended  for  the  design  of  medium  to  very  large  state-of-the-art 
circuits  that  use  a sufficient  amount  of  hierarchy  in  their 
design. 

The  products  in  the  DRACULA  family  are: 

. DRC  (Design  Rules  Checker)  ensures  that  an  integrated  circuit's 
geometry  conforms  to  the  manufacturing  capabilities  of  the 
semiconductor  fabrication  facility  where  it  is  to  be  built. 

. ERC  (Electrical  Rules  Checker)  ensures  that  the  layout 
describes  a valid  circuit,  without  open  or  short  circuits,  missing 
contacts,  or  invalid  transistors,  and  automatically  produces  a 
netlist  that  may  be  used  by  either  the  LVS  or  LPE  products. 

. LVS  (Layout  Versus  Schematic)  traces  every  connection  in  both 
logic  and  layout  data  bases  and  isolates  and  reports  each 
discrepancy. 
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. LPE  (Layout  Parameter  Extraction)  extracts  the  actual 

electrical  parameters  from  the  layout  to  be  used  in  simulating 
the  circuit  design  with  real  values. 

. PG/E  (Pattern  Generation)  is  a mask  fracturing  utility  to 

convert  a verified  layout  into  input  for  electron-beam  or  optical 
machines  making  the  masks  for  the  semiconductor  manufac- 
turing process. 

. LayDe  (Layout  Debugger)  allows  Interactive  viewing  of  layout 
errors  on  a geometric  level,  which  permits  the  layout  engineer 
to  correct  design  flaws  and  to  complete  the  verification  cycle. 

. PLOT  (Plotter  Interface)  Is  a utility  that  interfaces  to  common 
graphics  plotters  to  provide  designers  with  a detailed  picture  of 
the  design. 

. LVL  (Layout  Versus  Layout)  compares  two  layouts  and  identifies 
geometric,  logical,  and  parametric  differences. 

All  products  are  available  in  the  three  versions  of  DRAGULA;  however, 
only  DRG,  LVS,  and  LayDe  currently  have  hierarchical  design 
features.  EGAD  plans  to  bring  out  hierarchical  implementations  of  the 
ERG  and  LPE  products  in  the  future. 

DRAGULA  is  written  in  the  FORTRAN  programming  language.  The 
three  DRAGULA  versions  have  been  ported  to  run  on  the  computer 
models  and  operating  systems  indicated  as  follows: 

DRAGULA  versions  I,  II,  and  III:  DEG  7XX,  8XXX,  and 

MIcroVAX  II,  VMS;  IBM  4361,  4381,  and  3XXX,  VM/GMS;  Apollo 
DN  570,  580,  660,  and  3000,  Aegis;  Sun  Microsystems'  SUN 
111/50,  I 10,  160,  260,  and  280,  UNIX;  and  EIxsi  64XX,  MBOS. 

DRAGULA  I and  II  only:  DEG  7XX,  8XXX,  and  MicroVAX  II, 
ULTRIX;  IBM  4361,  4381,  and  3XXX,  MVS-XA;  Ridge 

Gomputers'  32,  3200,  ROS;  and  DG  MV  4000,  7800,  8000,  10000, 
1 5000,  and  20000,  AOS. 

License  fees  for  the  DRAGULA  products  range  from  approximately 
$48,000  for  a core  package  on  a workstation  to  approximately  $274,000 
for  a core  package  on  a mainframe. 

As  of  May  31,  1987,  EGAD's  direct  sales  force  and  its  Japanese  distrib- 
utor had  licensed  DRAGULA  products  to  over  180  customers  (not 
including  customers  licensed  by  OEMs). 

• SYMBAD  is  EGAD's  family  of  layout  design  products.  The  BPR  and  Symbolic 
Verification  components  of  SYMBAD  were  released  in  June  1986.  SYMBAD 
revenues  to  date  have  been  less  than  5%  of  the  company's  total  revenues. 
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Two  new  products  in  the  Symbad  family  (RED  and  OED)  are  currently  at 
customer  test  sites  and  are  expected  to  be  introduced  to  the  market  in  I 987. 

When  completed,  the  SYMBAD  family  will  provide  an  integrated 
environment  for  multiple  layout  design  functions,  including  polygon- 
based  editing,  object-based  editing,  compaction,  floor  planning,  and 
automatic  placement  and  routing.  These  functions  will  combine  to 
provide  top-down  or  bottom-up  design  with  minimum  design  rule 
dependence.  The  products  in  the  SYMBAD  family  include  the 
following: 

. BPR  (Block  Place  and  Route)  is  a layout  tool  that  places 
physical  blocks  of  logic  and  routes  the  electrical  connections 
among  the  blocks  to  complete  the  integrated  circuit  design. 

. Symbolic  Verification  provides  the  user  an  on-line  means  to 

verify  designs  created  by  other  SYMBAD  modules.  The  verifica- 
tion software  checks  physical  and  electrical  design  rules  and 
extracts  electrical  parameters  from  the  design  data  base. 

. OED  (Object-Based  Editor)  allows  the  user  to  work  directly  with 
transistors,  rather  than  at  the  polygon  level. 

PED  (Polygon-Based  Editor)  is  a layout  tool  to  build  and  edit  the 
polygons  making  up  the  transistors.  Cells  manually  created  with 
PED  can  be  mixed  with  cells  created  with  OED. 

. FP  (Floor  Planner)  facilitates  top-down  design,  by  allowing 

topological  planning  of  an  integrated  circuit  before  the  sub 
blocks  of  the  integrated  circuit  have  been  created.  FP  will 
facilitate  the  optimum  topology  of  the  sub  blocks  to  achieve 
minimum  die  size. 

. SBB  (Standard  Cell  Block  Builder)  is  a companion  product  to 
BPR  for  placing  and  routing  the  random  logic  portions  of  a 
design  which  are  comprised  of  standard  cells.  Designed  to  be 
operated  automatically  while  allowing  manual  control,  SBB  uses 
standard  cells  to  build  blocks  that  can  then  be  placed  and  routed 
with  BPR. 

SYMBAD  is  written  in  the  C programming  language.  BPR  and  Symbolic 
Verification  are  available  on  the  DEC  MicroVAX  II,  GPX,  and  Apollo 
computers.  The  company  intends  to  port  SYMBAD  to  additional 
computer  models. 

• Other  products  marketed  by  ECAD  include  the  following: 

SIMON  is  circuit  level  simulator  designed  specifically  to  perform 
simulations  on  digital  MOS  integrated  circuits.  SIMON  can  be  used  in 
conjunction  with  LPE  to  ensure  that  simulations  using  the  actual 
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physical  representation  of  a design  agree  with  the  front  end  design 
simulation.  The  SIMON  product  was  acquired  by  ECAD  through  the 
acquisition  of  Simon  Software  in  1985.  Since  then,  SIMON  license 
revenues  have  represented  less  than  5%  of  the  company's  total 
revenues. 

PCB  (Printed  Circuit  Board  Router).  ECAD  funded  the  development 
of,  and  has  exclusive  marketing  rights  to,  a printed  circuit  board  layout 
product  that  places  and  routes  circuit  components  on  a printed  circuit 
board  and  performs  a global  routing  of  interconnections  for  minimum 
size  and  wire  length.  The  product  forms  the  basis  of  the  Technology 
Independent  Gridless  Router  (TIGR),  currently  licensed  and  marketed 
by  Intergraph  Corporation  under  license  from  ECAD.  ECAD  expects  to 
begin  marketing  this  tool  through  other  channels  in  July  1987  under  the 
name  PCB. 

• ECAD  requires  a first-year  maintenance  agreement  and  offers  annual  mainte- 
nance agreements  thereafter.  Most  customers  renew  their  maintenance 
contracts.  The  current  annual  maintenance  charge  for  most  products  is  12% 
of  the  then  current  list  price  of  the  software,  while  the  current  annual 
maintenance  charge  for  mainframe  versions  of  the  products  for  the  IBM/MVS 
environment  is  20%  of  their  then  current  list  prices. 

INDUSTRY  MARKETS 

• The  DRACULA  and  SYMBAD  product  families  are  targeted  to  technology  and 
industry  leaders  in  the  aerospace,  application  specific  integrated  circuit, 
automotive,  computer,  merchant  semiconductor,  telecommunications,  silicon 
compiler,  and  consumer  electronics  industries. 

• During  1986,  approximately  79%  of  ECAD's  total  revenue  was  derived  from 
end  users  through  its  direct  sales  organization,  14%  from  sales  through  OEMs, 
and  7%  from  ECAD's  independent  Japanese  distributor,  Marubeni  HYTECH 
Ltd. 

• ECAD  OEMs  include  Mentor  Graphics,  Daisy  Systems,  Valid  Logic,  LSI  Logic, 
Calma,  Applicon,  CAECO,  Tektronix/CAE  Systems,  and  Seattle  Silicon 
Corporation. 

GEOGRAPHIC  MARKETS 

• Approximately  67%  of  ECAD's  1986  revenue  was  derived  from  the  U.S.  and 
the  remaining  33%  from  international  sources.  A three-year  summary  of 
source  of  revenue  follows  ($  thousands): 
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FISCAL  YEAR 

1986 

1985 

1984 

ITEM 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Revenue 

Percent 
of  Total 

Domestic  operations 

$1  1,159 

67% 

$ 8,527 

70% 

$5,107 

90% 

European  operations 

3,725 

23 

2,070 

17 

500 

9 

Far  East  operations 

552 

3 

133 

1 

- 

- 

Japanese  distributor 

1,155 

7 

1,327 

1 1 

72 

1 

Total 

$16,591 

100% 

$ 12,057 

1 00% 

$5,679 

100% 

• U.S.  field  offices  are  located  in  the  metropolitan  areas  of  Los  Angeles,  Dallas, 
Boston,  and  New  York. 


• ECAD  has  four  foreign  subsidiaries  that  license  and  support  the  company's 
products  in  the  U.K.,  Europe,  Taiwan,  Hong  Kong,  South  Korea,  and  Singapore. 

• ECAD's  independent  distributor  in  Japan  is  Marubeni  HYTECH  Ltd. 

J 


o 
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EDI,  INC. 

19650  Club  House  Road 
Gaithersburg,  MD  20879 
(301)670-0811 


L.  Dale  Sortland,  President 
Private  Company 
Total  Employees:  32 
Total  Revenue,  Fiscal  Year  End 
12/31/90:  $2,500,000* * 

*INPUT  estimate 


The  Company  EDI,  Inc.  was  formed  in  January  1982  by  individuals  active  in  the 

Transportation  Data  Coordinating  Committee,  the  industry  trade 
association  most  responsible  for  the  promotion  of  electronic  data 
interchange  (EDI)  concepts.  The  company's  goal  was  to  develop 
and  market  EDI  software. 

• During  1983  and  1984  the  company  installed  six  pilot  systems 
under  the  sponsorship  of  the  National  American  Wholesale 
Grocers  Association  (NAWGA).  These  initial  installations 
served  as  beta  test  sites  for  product  refinement  and  further 
development. 

• EDI,  Inc.  formally  entered  the  EDI  market  in  January  1985 
with  the  introduction  of  TELINK. 

• During  1985  and  1986  EDI,  Inc.  developed  applications  for  the 
transportation  and  banking  industries  and  also  for  the 
Department  of  Defense.  The  company  has  since  expanded  its 
markets  to  other  industries  and  internationally. 

• In  1988,  TELINK/Tandem  was  released  for  Tandem  NonStop 
systems  using  the  Guardian  operating  system. 

• In  1989,  EDI,  Inc.  developed  a system  to  process  the  602  Tariff 
transaction  set  for  the  Military  Traffic  Management  Command 
(MTMC).  The  project  included  an  artificial  intelligence 
capability  to  verify  the  data  and  act  accordingly. 

• During  1990,  TELINK/osa  (open  systems  architecture)  was 
released  for  the  Unisys  6000  series  of  UNIX-based  systems. 
TELINK/osa  was  interfaced  with  EaDIPlus  mapping  software 
from  Unisys. 

• In  1990,  software  tools  were  developed  to  enhance  the  quality 
control  for  producing  and  updating  TELINK  systems. 
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• In  1991,  TELINK/Iite  was  introduced  for  the  entry-level  EDI 
user. 


EDI,  Inc.'s  principal  product,  TELINK,  is  microcomputer-based 
and  supports  ANSI  X12,  UCS,  WINS,  and  TDCC  (Air,  Motor, 
Ocean,  Rail)  standards. 

• Hardware/software  and  communications  requirements  are  as 
follows: 

- Hardware/software:  IBM  PC  AT  or  compatible,  640  K 
memory,  MS-DOS  3.1 

- Communications:  2,400/4,800/9,600  baud 
autodial/autoanswer  bisynchronous,  1,200  to  19,200  baud 
autodial/autoanswer  asynchronous,  X.32  (dial-up  X.25) 

• TELINK  functions  include: 

Menu-driven  operation 
Print  routines 
By-product  reports 
Data  control  features 
Archiving 

Supporting  utility  routines 
Recovery  (in  the  event  of  power  loss) 

User  control  over  specifying  the  system  configuration 

- Automatic  sequencing  of  various  functions  in  an 
unattended  mode 

- Error-checking  functions 
Security  provisions 
Resiliency  and  recovery 

Automatic  unattended  operation  based  on  a calendar 
and  clock  provided  with  TELINK  and  set  by  the  user 
System  configuration  module  for  adapting  TELINK  to 
the  user  environment. 

User-defined  menu  module  to  integrate  TELINK  with 
other  user  software 

• TELINK  is  priced  at  $2,600,  plus  $300  per  transaction  set.  The 
annual  maintenance  fee  is  $750  for  standards,  software, 
documentation  updates,  and  hotline  services.  TELINK  has  an 
installed  base  of  1,400  systems  in  the  U.S.  and  Canada. 

In  April  1991,  EDI,  Inc.  released  TELINK/lite,  an  entry-level  EDI 
system. 
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• TELINK/lite  allows  users  to  create  templates  on-screen  and  to 
enter  data  directly  from  pop-up  windows  and  features 
simplified  document  handling. 

• The  product  is  available  for  $1,595,  which  includes  one  VAN 
interface  and  the  first  year's  customer  support. 

Tandem  TELINK,  introduced  in  May  1988,  is  a mainframe 

software  product  based  on  Tandem  architecture. 

• The  TELINK  implementation  for  Tandem  computers  consists 
of  nine  modules: 

- The  Monitor  module  provides  the  operator  interface  and 
control  mechanism.  Processes  can  be  initiated,  suspended, 
or  stopped.  Status  information  concerning  past  or  current 
activities  can  be  retrieved. 

- The  Host  Interface  module  provides  the  gateway  for  moving 
fixed-record  data  files  between  the  application  systems  and 
TELINK. 

- The  Control  module  maintains  an  information  base  of  data 
files  in  the  system  and  acts  as  a traffic  scheduler  between  the 
Host  Interface  module,  the  EDI  translation  modules,  the 
Mailbox  module,  and  the  Communications  module. 

- The  EDI  Generator  module  controls  the  translation  from 
fixed  record  files  to  the  Interchange  Standard. 

- The  EDI  Interpreter  module  controls  the  translation  from  the 
Interchange  Standard  to  fixed  record  files. 

- The  Mailbox  module  controls  the  distribution  of  EDI- 
formatted  data  and  proprietary  formatted  data  to  the 
appropriate  trading  partner. 

- The  Communications  module  controls  the  allocation  of 
physical  devices  and  assigns  the  appropriate  Device  module 
to  each.  This  module  also  controls  the  scheduling  of 
communications  sessions  if  required. 

- The  Device  module(s)  is  responsible  for  the  physical 
movement  of  data  files  from  TELINK  to  the  trading  partner 
over  external  communication  lines.  If  required,  incoming 
partner  identification  information  is  assigned  to  the  Security 
module  for  analysis  and  validation. 
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- The  Security  module  is  responsible  for  validating  trading 
partner  information  and  returning  to  the  Device  module 
instructions  to  accept  the  trading  partner  or  to  terminate  the 
communications  session. 

In  1988,  the  company  received  a development  grant  from  Unisys 
to  implement  TELINK  on  Unisys  systems  with  the  UNIX 
operating  system.  The  system  supports  OSA  Open  Systems 
Architecture. 

• In  March  1991,  EDI,  Inc.  released  TELINK/osa,  which  has 
been  designed  for  UNIX  environments  and  is  now  available  on 
the  Unisys  U6000  series  system. 

During  1991,  EDI,  Inc.  introduced  TELINK/602,  a specialized 
product  designed  to  help  carriers  automate  the  process  of 
generating  a Tender  Offer  for  the  U.S.  Military  Traffic 
Management  Command  (MTMC).  TELINK/602  uses  artificial 
intelligence  to  assure  data  accuracy  and  to  ensure  compliance  with 
the  specifications  of  MTMC. 


EDI,  Inc.  markets  its  software  products  across  many  industries, 
including  banking,  government,  grocery,  discrete  and  process 
manufacturing,  retail  trade,  transportation,  and  warehousing. 
TELINK  now  has  an  installed  base  of  over  1,400  worldwide. 

The  company  sells  directly  to  users  and  through  distributors.  The 
company's  distributors  are  ORDERNET  Services,  Telecom 
Canada,  GE  Information  Services  Canada  (Canada),  Ferntree 
Group  (Australia,  New  Zealand),  Dacom  (South  Korea),  Global 
VAN  Japan,  Martin  Marietta  Information  Systems  Group,  and 
Transport  Communications  Australia.  The  company  also  has 
marketing  agreements  with  Tandem,  Taiwan  Telecommunications 
Company,  U.S.  Sprint,  Unisys,  and  others. 


EDI,  Inc.  markets  its  products  primarily  in  the  U.S.  and  Canada. 
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Ralph  W.  Notto,  President 
Private  Company 
Total  Employees:  28 
Total  Revenue,  Fiscal  Year  End 
12/31/89:  $2,500,000* * 

‘INPUT  estimate 


The  Company  EDI,  Inc.  was  formed  in  January  1982  by  individuals  active  in  the 

Transportation  Data  Coordinating  Committee,  the  industry  trade 
association  most  responsible  for  the  promotion  of  electronic  data 
interchange  (EDI)  concepts.  The  company's  goal  was  to  develop 
and  market  EDI  software. 

• During  1983  and  1984  the  company  installed  six  pilot  systems 
under  the  sponsorship  of  the  National  American  Wholesale 
Grocers  Association  (NAWGA).  These  initial  installations 
served  as  beta  test  sites  for  product  refinement  and  further 
development. 

• EDI,  Inc.  formally  entered  the  EDI  market  in  January  1985 
with  the  introduction  of  TELINK. 

• During  1985  and  1986  EDI,  Inc.  developed  applications  for  the 
transportation  and  banking  industries  and  also  for  the 
Department  of  Defense.  The  company  has  since  expanded  its 
markets  to  other  industries  and  internationally. 


Key  Products  and  EDI,  Inc.'s  principal  product,  TELINK,  is  microcomputer-based 
Services  and  supports  ANSI  X12,  UCS,  WINS,  and  TDCC  (Air,  Motor, 

Ocean,  Rail)  standards. 

• Hardware/software  and  communications  requirements  are  as 
follows: 

- Hardware/software:  IBM  PC  AT  or  compatible,  640  K 
memory,  MS-DOS  3.1 

- Communications:  2,400/4,800/9,600  baud 
autodial/autoanswer  bisynchronous,  1,200  to  19,200  baud 
autodial/autoanswer  asynchronous,  X.32  (dial-up  X.25) 

• TELINK  functions  include: 
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- Menu-driven  operation 

- Print  routines 

- By-product  reports 

- Data  control  features 

- Archiving 

- Supporting  utility  routines 

- Recovery  (in  the  event  of  power  loss) 

- User  control  over  specifying  the  system  configuration 

- Automatic  sequencing  of  various  functions  in  an 
unattended  mode 

- Error-checking  functions 

- Security  provisions 

- Resiliency  and  recovery 

- Automatic  unattended  operation  based  on  a calendar 
and  clock  provided  with  TELINK  and  set  by  the  user 

- System  configuration  module  for  adapting  TELINK  to 
the  user  environment. 

- User-defined  menu  module  to  integrate  TELINK  with 
other  user  software 

• TELINK  is  priced  at  $2,600,  plus  $300  per  transaction  set.  The 
annual  maintenance  fee  is  $750  for  standards,  software,  and 
documentation  updates;  and  hotline  services.  TFT  INK  has  an 
installed  base  of  1,200  systems  in  the  U.S.  and  Canada. 

Moneylink,  introduced  in  1986,  is  an  EFT  (Electronic  Funds 
Transfer)  software  package  that  supports  ANSI  X12  standards. 
Moneylink  is  used  mainly  by  banks. 

In  May  1988  EDI,  Inc.  introduced  Tandem  TELINK,  a mainframe 
software  product  based  on  Tandem  architecture. 

• The  TELINK  implementation  for  Tandem  computers  consists 
of  nine  modules: 

- The  Monitor  module  provides  the  operator  interface  and 
control  mechanism.  Processes  can  be  initiated,  suspended, 
or  stopped.  Status  information  concerning  past  or  current 
activities  can  be  retrieved. 

- The  Host  Interface  module  provides  the  gateway  for  moving 
fixed-record  data  files  between  the  application  systems  and 
TELINK. 

- The  Control  module  maintains  an  information  base  of  data 
files  in  the  system  and  acts  as  a traffic  scheduler  between  the 
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Host  Interface  module,  the  EDI  translation  modules,  the 
Mailbox  module,  and  the  Communications  module. 

- The  EDI  Generator  module  controls  the  translation  from 
fixed  record  files  to  the  Interchange  Standard. 

- The  EDI  Interpreter  module  controls  the  translation  from  the 
Interchange  Standard  to  fixed  record  files. 

- The  Mailbox  module  controls  the  distribution  of  EDI- 
formatted  data  and  proprietary  formatted  data  to  the 
appropriate  trading  partner. 

- The  Communications  module  controls  the  allocation  of 
physical  devices  and  assigns  the  appropriate  Device  module 
to  each.  This  module  also  controls  the  scheduling  of 
communications  sessions  if  required. 

- The  Device  module(s)  is  responsible  for  the  physical 
movement  of  data  files  from  TELINK  to  the  trading  partner 
over  external  communication  lines.  If  required,  incoming 
partner  identification  information  is  assigned  to  the  Security 
module  for  analysis  and  validation. 

- The  Security  module  is  responsible  for  validating  trading 
partner  information  and  returning  to  the  Device  module 
instructions  to  accept  the  trading  partner  or  to  terminate  the 
communications  session. 

In  1988,  the  company  received  a development  grant  from  Unisys 
to  implement  TELINK  on  Unisys  systems  with  the  UNIX 
operating  system.  The  system  supports  OSA  Open  Systems 
Architecture. 


EDI,  Inc.  markets  its  software  products  across  many  industries, 
including  banking,  government,  grocery,  discrete  and  process 
manufacturing,  retail  trade,  transportation,  and  warehousing. 

The  company  sells  directly  to  users  and  through  distributors.  The 
company's  distributors  are  ORDERNET  Services,  Telecom 
Canada,  Computerland  of  Canada,  GE  Information  Services 
Canada  (Canada),  Ferntree  Group  (Australia,  New  Zealand), 
Dacom  (South  Korea),  Global  VAN  Japan,  EDP  Taiwan,  Martin 
Marietta  Information  Systems  Group,  and  Transport 
Communications  Australia.  The  company  also  has  marketing 
agreements  with  Tandem,  Telenet,  Unisys,  and  others. 
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Geographic 

Markets 


EDI,  Inc.  markets  its  products  primarily  in  the  U.S.  and  Canada. 
During  1987,  the  company  began  to  expand  its  sphere  of 
operations  beyond  North  America. 
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EDI,  INC.  Ralph  W.  Notto,  President 

19630  Club  House  Road  Private  Company 

Gaithersburg,  MD  20879  Total  Employees:  24 

(301)  670-081 1 Total  Revenue,  Fiscal  Year  End 


12/31/87:  $1,500,000* 

* INPUT  estimate 

The  Company 

EDI,  Inc.  was  formed  in  January  1982  with  the  goal  of  developing 

and  marketing  electronic  data  interchange  (EDI)  software. 

• During  1983  and  1984  the  company  installed  six  pilot  systems 
under  the  sponsorship  of  the  National  American  Wholesale 
Grocers  Association  (NAWGA).  These  initial  installations 
served  as  Beta  test  sites  for  product  refinement  and  further 
development. 

• EDI,  Inc.  entered  the  EDI  market  in  January  1985  with  the 
introduction  of  TELINK. 

• During  1985  and  1986  EDI,  Inc.  developed  applications  for  the 
railroad  and  banking  industries  and  also  for  the  Department  of 
Defense.  The  company  has  since  expanded  its  markets  to  other 
industries. 

INPUT  estimates  that  EDI,  Inc.'s  1987  revenue  was  approximately 

$1.5  million.  The  company  expects  to  grow  by  50%  during  1988. 

Key  Products  and 
Services 

EDI,  Inc.'s  principal  product,  TELINK,  is  microcomputer-based 
and  supports  ANSI  X12,  UCS,  WINS,  and  TDCC  (Air,  Motor, 
Ocean,  Rail)  standards. 

• Hardware/software  and  communications  requirements  are  as 
follows: 

- Hardware/software:  IBM  PC  AT  or  compatible,  640K 
memory,  MS-DOS  3.1. 

- Communications:  2,400/4,800/9,600  baud 
autodial/autoanswer  bisynchronous,  1,200  to  19,200  baud 
autodial/autoanswer  asynchronous,  X.32  (dial-up  X.25). 
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• TELINK  functions  include: 

Menu-driven  operation. 

Print  routines. 

By-product  reports. 

Data  control  features. 

Archiving. 

Supporting  utility  routines. 

Recovery  (in  the  event  of  power  loss). 

User  control  over  specifying  the  system  configuration. 
Automatic  sequencing  of  various  functions  in  an 
unattended  mode. 

Error  checking  functions. 

Security  provisions. 

Resiliency  and  recovery. 

Automatic  unattended  operation  based  on  a calendar 
and  clock  provided  with  TELINK  and  set  by  the  user. 
System  configuration  module  for  adapting  TELINK  to 
the  user  environment. 

User-defined  menu  module  to  integrate  TELINK  with 
other  user  software. 

• TELINK,  priced  at  $4,200,  has  an  installed  base  of  650  systems 
in  the  U.S.  and  Canada. 

Moneylink,  introduced  in  1986,  is  an  EFT  (Electronic  Funds 
Transfer)  software  package  that  supports  ANSI  X12  standards. 
Moneylink  is  used  exclusively  by  banks. 

In  May  1988  EDI,  Inc.  introduced  TELINK  MAIN,  a mainframe 
software  product  based  on  Tandem  architecture. 

• The  TELINK  implementation  for  Tandem  computers  consists 
of  nine  modules: 

- The  Monitor  module  provides  the  operator  interface  and 
control  mechanism.  Processes  can  be  initiated,  suspended, 
or  stopped.  Status  information  concerning  past  or  current 
activities  can  be  retrieved. 

- The  Host  Interface  module  provides  the  gateway  for  moving 
fixed  record  data  files  between  the  application  systems  and 
TELINK. 

- The  Control  module  maintains  an  information  base  of  data 
files  in  the  system  and  acts  as  a traffic  scheduler  between  the 
Host  Interface  module,  the  EDI  translation  modules,  the 
Mailbox  module,  and  the  Communications  module. 
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- The  EDI  Generator  module  controls  the  translation  from 
fixed  record  files  to  the  Interchange  Standard. 

- The  EDI  Interpreter  module  controls  the  translation  from 
the  Interchange  Standard  to  fixed  record  files. 

- The  Mailbox  module  controls  the  distribution  of  EDI 
formatted  data  and  proprietary  formatted  data  to  the 
appropriate  trading  partner. 

- The  Communications  module  controls  the  allocation  of 
physical  devices  and  assigns  the  appropriate  Device  module 
to  each.  This  module  also  controls  the  scheduling  of 
communications  sessions  if  required. 

- The  Device  module(s)  is  responsible  for  the  physical 
movement  of  data  files  from  TELINK  to  the  trading  partner 
over  external  communication  lines.  If  required,  incoming 
partner  identification  information  is  assigned  to  the  Security 
module  for  analysis  and  validation. 

- The  Security  module  is  responsible  for  validating  trading 
partner  information  and  returning  to  the  Device  module 
instructions  to  accept  the  trading  partner  or  to  terminate  the 
communications  session. 

Industry  Markets 

EDI,  Inc.  markets  its  software  products  across  many  industries, 
including  banking,  government,  grocery,  discrete  and  process 
manufacturing,  retail  trade,  transportation,  and  warehousing. 

The  company  sells  directly  to  users  and  through  distributors.  The 
company's  distributors  are  Ordernet  Services  (for  U.S. 
distribution),  Telecom  Canada,  Computerland  of  Canada,  GE 
Information  Services  Canada  (Canada),  Telecom  Australia,  ACI 
(Australia,  New  Zealand),  and  Dacom  (South  Korea).  The 
company  also  has  marketing  agreements  with  Tandem,  Telenet, 
and  American  Tech. 

Geographic 

Markets 

EDI,  Inc.  markets  its  products  primarily  in  the  U.S.  and  Canada. 
During  1987  and  1988  the  company  began  to  expand  its  sphere  of 
operations  beyond  North  America. 
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Cross  Industry:  Systems  Software 


EDI,  Inc. 

19630  Clubhouse  Road 
Suite  725 

Gaithersburg,  MD  20879 
(301)  621-7480 

CEO:  Joseph  Carley,  Jr.,  President 
Private  Corporation 

Revenue  (FYE  12/31/86):  $6.5  million* 


The  Company: 

EDI,  Inc.  is  a leader  in  micro-based  Electronic  Data  Interchange  (EDI)  trans- 
lation software  based  on  the  numbers  of  installations  and  its  affiliation  with 
GEISCO's  EDI  offerings.  Software  is  provided  for  IBM,  AT&T,  Zenith,  Sperry, 
NCR,  Victor,  and  Honeywell  microcomputers. 

Key  Products: 

Telink  software  can  serve  all  Transportation  Data  Coordinating  Council 
(TDCC)  and  American  National  Institute  of  Standards  (ANSI)  X.  12-derived 
applications.  Users  are  required  to  develop  or  acquire  translation  tables 
referenced  by  the  software.  The  company  developed  the  TDCC  software 
package,  and  Telink  is  compatible  with  it. 

. The  software  can  be  standalone  or  serve  as  a front-end  to  a host 
computer. 

The  software  is  also  licensed  to  GEISCO.  GE-Link  has  a different 
menu  interface  than  Telink  but  otherwise  is  the  same. 


*INPUT  estimate 
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Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program 


February  1998 

EDS  CustomerSolutions  - 
Call  Center  Services 


For  Call  Center  services  in  U.K.,  contact: 
Ross  Meade 

International  Dominion  House 

6-8  Stuart  Street 

Luton 

Bedfordshire  LU1  2SJ 
U K 

Tel:  441582  489400 


Kevin  Shaughnessy 

5400  Legacy  Drive 

H1-5B-29 

Plano 

TX  75024 

USA 

Tel:  1 972  605  2324 


The  following  profile  outlines  the  services 
and  support  offered  by  EDS  CustomerSolutions 
for  Call  Center  Services 


Company  Background 

EDS  is  the  world  leader  in  information  technology  services  for  businesses,  governments,  and 
individuals  around  the  world.  With  more  than  95,000  employees  in  42  countries,  EDS  works 
alongside  its  clients,  using  information  to  improve  their  economics,  products  and  services,  and 
relationships  with  their  own  customers.  CustomerSolutions  was  formed  in  early  1997  to 
consolidate  all  of  EDS’  customer  contact  management  services  in  one  business  line.  The  recent 
acquisition  of  Neodata  and  its  integration  into  CustomerSolutions  provides  clients  a more 
complete  continuum  of  integrated  marketing  communications  services,  including  design  and 
execution  of  direct  marketing,  loyalty,  and  promotion  programs  around  the  world. 

CustomerSolutions 

CustomerSolutions  partners  with  its  clients  to  deliver  tailored  solutions  that  increase  then- 
knowledge  of  customers,  leading  to  improved  acquisition,  retention,  and  maximization  of 
customer  lifetime  value.  The  services  include  consulting,  creative  and  promotional  services, 
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database  marketing  services,  teleservices,  fulfillment  services,  and  distribution  services.  EDS’ 
integrated  continuum  of  services  is  supported  by  a host  of  business  and  technical  consultants, 
technical  systems,  and  program  management  experts.  This  gives  clients  the  freedom  to  be  more 
efficient,  productive,  and  entirely  customer  focused.  By  continually  enhancing  their  ability  to 
help  clients  achieve  their  business  goals,  they  have  become  a leading  organization.  With  a 
combined  employee  base  of  more  than  10,000  professionals,  EDS  support  the  needs  of  clients 
across  diverse  industries. 

Call  Centres  Services  Solutions 

CustomerSolutions  provides  outstanding  telephone  representation,  enabling  its  clients  to  build 
lasting  relationships  with  their  customers.  They  offer  a dedicated  or  shared  call  center 
environment,  whether  inbound  or  outbound  with  the  following  valuable  call  center  services: 

• Account  inquiry 

• Account  maintenance 

• Operator  services 

• Consumer  relations 

• Roadside  assistance 

• Technical  help  desk 

• Market  research  surveys 

• Prospect  lead  generation 

• Acquisition  sales 

• Win  back  sales 

• Sales  verification 

• Subscription  sales  and  renewal 

• Order  entry/provisioning 

• Internet  inquiry/reponse 

• To  meet  individual  client  needs  CustomerSolutions  operates  two  t3rpes  of  call  center 
services  models: 

Co-Managed  Model: 

CustomerSolutions  assumes  long-term  operational  responsibility  for  the  client’s  outsourced  call 
center  function  (i.e.  Customer  service)  and  manages  each  center  based  on  jointly  agreed  upon 
performance  criteria,  freeing  clients  to  concentrate  on  core  competencies  while  continuing  to 
offer  outstanding  service.  The  needs  of  each  client  are  defined  and  the  center  is  customized 
(location,  technology,  processes,  staffing,  training)  to  each  client’s  specifications. 
CustomerSolutions  will  make  recommendations  regarding  best-of-class  management 
approaches  and  technologies.  A dedicated  support  staff  manages  the  day-to-day  operations  of 
each  client  facility.  Centers  are  staffed  with  individuals  who  meet  the  appropriate  employee 
profile.  Often  these  individuals  are  college  educated  and  select  individuals  are  offered  dual- 
career path  options  within  the  CustomerSolutions  or  client  organizations. 
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Leveraged-Facility  Model: 

CustomerSolutions  assvimes  responsibility  for  managing  specified  programs  for  clients.  Each 
program  is  based  on  client  defined  performance  criteria.  The  facilities  from  which  programs  are 
managed  employ  a common  architecture  and  centralized  support  staff.  This  approach  enables 
CustomerSolutions  to  quickly  implement  marketing  programs  and  campaigns,  share  resources, 
perform  call  load  balancing  between  centers,  and  reduce  client  expense. 

Customer  Solutions  supports  its  clients  by  providing  program  management,  staffing,  training, 
consulting  and  quality  assurance.  Delivering  these  solutions  help  the  clients  establish  a strong 
lifetime  bond  with  their  customers. 

Operations  and  Structure 

CustomerSolutions  employs  over  7,800  call  center  representatives  worldwide.  Each  customer 
contact  center  is  tailored  to  meet  the  specific  needs  of  our  clients.  For  example,  to  meet  specific 
needs  of  a large  high  tech  firm  they  recruit  individuals  with  specialized  training  in  computer 
software/hardware.  For  a large  auto  manufacturer  they  recruit  individuals  with  training  or 
education  in  automotive  technology.  In  addition,  CustomerSolutions  can  provide  support  in 
multiple  languages  7 days  a week,  24  hours  a day. 

Exhibit  1 


Company  Call  Centers  Major  Focus,  1997-2000 


importance 

1997 

2000 

Call  Collection/Processing 

No 

2 

Calls  Routing/Reception 

No 

2 

Field  Service  Support  and  Assistance 

Yes 

4 

Debt  Chasing 

No 

1 

Complaints  Handling 

Yes 

5 

Telemarketing 

Yes 

5 

Telesales/Sales  tracking 

Yes 

5 

Customer  Information  Services 

Yes 

4 

Call  Centre  Service  Full  Provision 

Yes 

4 

Other:  IT  Support 

Yes 

5 

1 = Low ; 5 = High  Source:  EDS  CustomerSolutions 
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Exhibit  2 


Exhibit  3 


Company  Call  Centers  IT  Software  and  Services,  1997-2000 


Type 

% of  1996 
Revenues 

Future 

Growth 

Professional  Services  / Consultancy 

5% 

5% 

Business  Operations 

95% 

5% 

Source:  EDS  CustomerSolutions 


Company  Call  Center  Capabilities  Worldwide,  1997 


Worldwide 

1997 

Total  number  of  locations 

67  locations  in  19  countries 

Round  the  clock  capability 

YES 

Multilingual  capability 

YES 

Source:  EDS  Customer  Solutions 


Major  Strengths 

• EDS  CustomerSolutions  experience,  can  offer  each  client  tremendous  resources  and 
we  have  expertise  in  the  areas  of  technology,  consulting  and  management  in  a 
variety  of  industries. 

• With  their  continuum  of  services,  they  offer  the  client  a complete  range  of  service 
solutions 

• The  call  centres  can  be  integrated  with  database  marketing,  fulfilment,  distribution, 
and  loyalty  marketing  capabilities. 

• Provide  world  class  people,  process,  technology  and  facility  solutions 

• Implemented  call  centres  worldwide  and  have  a vast  amount  of  resources  focused  on 
improving  clients  business  performance. 

Company  Strategy  of  Development 

• To  provide  clients  a total  customer  management  solution  allowing  them  to  increase 
acquisition  and  retention  of  their  customer  base. 

• To  integrate  all  points  of  customer  contact  and  give  their  clients  a better 
understanding  of  their  customers  and  maximise  customer  lifetime  value. 

• To  provide  industry  focused  business  expertise  enabling  allow  their  clients  to  react 
quicker  to  changes  in  the  marketplace. 
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Selected  Call  Center  Case  Studies  - EDS  CustomerSolutions 


Customer 

Country/ 

Region 

Project  Details 

Energy  Client 

u.s. 

Assumed  responsibility  for  customer  information  center  and 
implemented  people,  process,  and  technology  to  provide  the 
most  effective  and  efficient  call  center  solution.  In  addition  we 
Implemented  a relationship  marketing  database  system  to 
support  the  clients  direct  marketing  efforts.  In  a recent 
chemical  industry  publication,  the  clients  Global 
Director/Marketing  Communications  and  Customer 
Information  was  quoted  as  saying.  Overall,  the  co-managed 
call  center  is  saving  “millions  of  dollars  per  year”  relative  to  its 
predecessor. 

Automotive 

Manufacturing 

Brazil, 

Mexico, 

Spain, 

France, 

Germany, 

Italy, 

Switzerland, 

U.S. 

Provide  cail  center  services  which  includes  customer  service, 
roadside  assistance,  technical  support  and  dealer  assistance 
for  major  automotive  manufacturer.  The  projects  include 
facilities  management,  process,  technology  as  well  as  human 
resources.  We  also  assisted  the  manufacturer  in  launching  a 
unique  co-branded  credit  card  program  designed  to  increase 
customer  loyalty.  The  client  had  this  to  say  about  our 
performance  “The  service  EDS  provided  exceeds  my 
expectations  and  is  a critical  component  in  the  success  of  the 
program." 

Automotive  Computer 
Supplier 

U.S.,  Japan 

CustomerSolutions  provides  customer  support,  training, 
documentation  development,  distribution  as  well  as  the  on- 
site instailation  of  computers  in  automobile  dealerships. 
Assisted  the  organization  in  launching  the  product  to  Japan  in 
1997.  Since  receiving  support  from  CustomerSolutions  the 
Customer  Satisfaction  Index  has  improved  by  25%. 

High  Tech 
Manufacturing 

U.S. 

CustomerSolutions  implemented  a high  tech  product  support 
center,  customer  assistance  center,  inside  sales  center  and 
retail  support  center.  The  center  has  improved  customer 
satisfaction  by  enabling  interaction  through  internet,  intranet, 
and  computer  telephony.  We  have  increased  center 
effectiveness  and  responsiveness  as  a seamless  extension  of 
the  client  organization. 

Source:  EDS  CustomerSolutions 


EDS  Customer  Solutions  - Call  Center  Services 

February  1998 


Page  5 of  5 


© 1998  by  INPUT.  Reproduction  Prohibited 


9 


INPUT 


Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


July  1996 

EDS 


Chairman 

& CEO:  Lester  M.  Alberthal,  Jr. 

Vice  Chairman:  Gary  J.  Fernandes 

President  & COO:  Jeff  Heller 

5400  Legacy  Drive 
Plano,  TX  75024 

Phone:  (214)  605-6000 

Fax:  (214)  605-6545 

Internet:  http://wvm.eds.com 


Status:  Public 

Employees:  95,000+  (6/96) 

Revenue:  $12,422,100,000 

Fiscal  Year  End:  12/31/95 


Key  Points 

• During  1995,  EDS  exceeded  $12  billion  in 
revenues  for  the  first  time  in  the  company’s 
34-year  history. 

• On  June  7,  1996,  General  Motors  (GM) 
common  stockholders  approved  EDS’  split- 
off  from  GM.  EDS  common  stock  has  begun 
trading  on  both  the  New  York  Stock 
Exchange  and  the  London  Stock  Exchange. 
EDS  management  expects  the  split-off  will 
allow  EDS  the  flexibility  it  needs  to  enter 

©INPUT  1996 


new  markets,  forge  new  alliances,  and  offer 
a widening  range  of  capabilities. 

• EDS  signed  its  largest  non-GM  outsourcing 
contract  ever  during  1994 — a $3.2  billion 
agreement  with  Xerox  Corporation. 

• More  than  30%  of  EDS’  1995  revenue  came 
from  outside  the  U.S.  The  company 
continues  to  expand  internationally,  with 
operations  in  Europe,  Japan,  Asia/Pacific, 
Africa,  South  America,  Canada,  and  Mexico. 

• During  1995,  EDS  merged  its  management 
consulting  unit  with  newly  acquired 
consulting  firm  A.T.  Kearney  to  create  a 
leading  management  consulting  firm. 
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Company  Description 

EDS,  founded  in  1962,  is  a world  leader  in  the 
application  of  information  technology  (IT), 
providing  information  processing,  systems 
management,  systems  integration,  systems 
development,  consulting,  software  products, 
and  process  management  services  to 
customers  worldwide.  EDS  serves  public  and 
private  organizations  in  banking  and  finance, 
communications,  energy,  government,  health 
care,  insurance,  manufacturing,  retail,  and 
transportation. 

• EDS  currently  has  more  than  95,000 
employees  and  more  than  8,000  clients  in  all 
50  states  and  more  than  40  other  countries. 

• EDS’  largest  client  is  General  Motors 
Corporation  (GM)  and  its  subsidiaries, 
which  contributed  approximately  31%  ($3.89 
billion)  to  EDS’  1995  revenue. 

On  June  7,  1996,  GM  common  stockholders 
approved  EDS’  split-off  from  GM,  allowing 
holders  of  GM  Class  E (GME)  stock  to 
exchange  their  shares  for  EDS  common  stock 
on  a one-for-one  basis. 

• According  to  Chairman  and  CEO  Les 
Alberthal,  the  split-off  is  intended  to 
accomplish  three  critical  objectives  for  EDS: 

- To  improve  EDS’  ability  to  participate  in 
major  strategic  alliances 

- To  remove  limitations  on  EDS’  ability  to 
obtain  business  from  companies  that 
compete  with  GM  or  its  subsidiaries 

- To  enhance  EDS’  access  to  the  capital 
necessary  for  investment  in  its  future 
growth 

• EDS  will  remain  GM’s  principal  IT  supplier 
through  a renewable  10-year  outsourcing 
plan;  EDS  will  also  have  opportunities  to 


expand  its  relationship  with  GM  by  bidding 
on  some  services  not  covered  by  the  Master 
Service  Agreement.  GM  will  have  some 
flexibility  to  competitively  bid  and 
potentially  outsource  a limited  portion  of  its 
IT  services  to  other  suppliers. 

• EDS  has  announced  a new  board  of 
directors  and  has  appointed  Gary  J. 
Fernandes,  formerly  an  EDS  senior  vice 
president,  as  vice  chairman  of  the  company. 
Jeff  Heller,  also  previously  an  EDS  senior 
vice  president,  is  now  president  and  chief 
operating  officer. 

• EDS  also  announced  that  it  would  incur  a 
pretax  nonrecurring  charge  (in  the  range  of 
$500  million  to  $750  million)  in  the  second 
quarter  of  1996  in  connection  with  a 
voluntary  early  retirement  offer  to  some  of 
its  U.S.  employees  and  a limited  work  force 
realignment.  The  company  stated  that  it 
was  also  considering  certain  other 
restructuring  actions. 

• Prior  to  June  1996,  EDS,  acquired  by  GM  in 
October  1984,  operated  as  an  independent 
subsidiary  of  GM.  EDS’  performance 
formed  the  base  from  which  any  dividend  on 
GME  common  stock  was  declared.  These 
earnings  included  income  earned  from 
services  provided  by  GM  and  its  other 
subsidiaries. 

Organization  and  Structure 

EDS  is  organized  to  support  individual 
industries  and  the  business  needs  of  its 
customers.  The  company’s  current 
organization  structure  is  summarized  in 
Exhibit  A. 

Coinciding  with  its  split-off  from  GM,  EDS 
has  reorganized  its  leadership  structure. 

• EDS’  Leadership  Council  was  replaced  by 
two  separate  panels — The  Executive 
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Council,  EDS’  chief  strategy  and  policy- 
making group  overseen  by  chairman  and 
CEO  Les  Alberthal,  and  the  Global 
Operations  Council,  which  is  responsible  for 
operating  strategies  and  other  business 
issues  under  the  direction  of  Jeff  Heller, 
president  and  COO. 

• EDS’  basic  organizational  philosophy  and 
structure  of  strategic  business  units  and 
strategic  support  units,  established  in  1989, 
remain  in  place. 

• Sales  and  operations  are  the  responsibility 
of  the  strategic  business  units,  each  oriented 
to  a particular  industry  or  geographic 
region. 

EDS’  organization  features  four  components 

that  are  summarized  in  Exhibit  B and  include 

the  following: 

• Industry — The  Industry  component  is 
central  to  the  organizational  framework 
because  industry  knowledge  is  key  to 
creating  value  for  EDS  customers. 

• Geography  / Culture — The 
Geography/Culture  component  is  focused  on 
the  geographical  area  being  operated  within, 
providing  a local  face  to  a global  EDS. 

• Infrastructure — Strategic  Support  Units 
(SSUs),  such  as  Information  Processing 
Center  (IPC)  Operations,  Field  Services,  and 
Applied  Engineering,  as  well  as  additional 
support  units  in  areas  such  as  employee 
development,  purchasing,  marketing, 
planning,  and  consulting,  provide  core 
capabilities  to  all  of  EDS. 

• Corporate — The  Corporate  component 
provides  essential  support  and  staff 
services. 


There  are  four  levels  of  corporate  governance 
within  each  of  the  four  above  components  as 
follows: 

• Unit — The  Strategic  Business  Unit  (SBU) 
and  SSU  levels  are  the  fundamental 
building  blocks  of  EDS  and  are  closest  to  the 
customer.  SBU  functions  include  marketing 
and  business  development,  sales  and  sales 
support,  systems  engineering,  products  and 
services,  business  operations,  and  financial 
responsibilities.  SBUs  are  responsible  for 
working  with  other  SBUs  and  SSUs  to  find 
the  resources,  products,  and  services  that 
best  meet  customers’  needs. 

• Group — Group  Executives  develop  five-year 
business  plans,  coordinate  marketing  and 
selling  functions  and  monitor  and  ensure 
teamwork,  quality,  and  customer 
satisfaction.  In  the  Industry,  Infrastructure 
and  Corporate  components.  Group 
Executives  are  responsible  for  developing 
global  strategy  within  their  areas.  Group 
Executives  in  the  Geography/Cultural 
component  are  responsible  for  the  strategy 
within  their  region. 

• Global  Operations  Council — Headed  by 
EDS’  president,  the  Global  Operations 
Council  oversees  EDS  operating  strategies 
and  other  business  issues. 

• Executive  Council — Headed  by  EDS’  CEO, 
this  council  develops  EDS’  strategy  and 
establishes  policies. 

Headquartered  in  Plano  (TX),  EDS  has  more 
than  850  locations  worldwide. 

EDS’  various  joint  ventures  are  listed  under 
the  Alliances  section  of  this  profile. 
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Exhibit  B 

EDS  Organization  Components 


Component 

Group 

Unit(s) 

Industry 

General  Motors 

Planning  and  Integration;  GM  Europe;  Advanced 
Technology;  Powertrain  and  Delco  Electronics;  North 
American  Vehicle  Sales  & Marketing;  Operations  and 
Staff  Support;  AGT  and  Electro-motive;  N.A.  Vehicle 
Platforms;  GM  Delphi  Automotive  Systems 
Engineering  & Technical  Support;  GM  Asia/Pacific 
Operations;  GM  International 

Manufacturing 

Manufacturing  Suppliers  (Food,  Retail)  & 

Engineering  Services;  High  Technology;  Unigraphics; 
Diversified  Manufacturing;  Process  Manufacturing; 
Transportation  Vehicle  & Heavy  Equipment; 
Aerospace  & Defense;  Commercial  Services 

Financial 

Large  Financial  Institutions;  Financial  Services; 
Brokerages  and  Investment  Houses;  Real  Estate; 
Capital  Services;  Commercial  Insurance 

Government  Systems 
Group 

Government — Services;  Government — Military; 
Government — State  and  Local 

Travel  and  Transportation 

Air  Transport;  Travel  Services;  Freight 

Communications 

Global  Telecommunications;  Media;  Personal 
Communications;  Infotainment;  Internet  & New  Media; 
Video  Lottery  Technology 

Energy 

Natural  Gas  and  Liquids;  Petroleum;  Mining; 
Chemicals 

Health  Care 

Health  Care;  Life;  State  Health  Care 

Geography/Culture — 
Americas 

US. 

Government — Federal;  Government — Military; 
Government — State  and  Local;  Health  Care; 
Government  Services 

Non-U. S. 

Canada;  Mexico 

Geography/Culture — 
Europe 

Europe — Central 

Europe — North 
Europe — South 

Austria,  Czech  Republic,  Germany,  Hungary,  Poland, 
Switzerland 

U.K.,  Benelux,  and  Scandinavia 
France,  Spain,  Italy,  Portugal,  Iberian 

Geography/Culture — Japan 

Japan 

Japan 

Geography/Culture 

Asia/Pacific 

Asia/Pacific 

Korea;  Australia  and  New  Zealand;  Thailand; 
Taiwan;  Hong  Kong;  China;  Singapore;  Malaysia 

Geography/Cuitu  re — Africa 

Africa 

Africa 

Geography/Culture — 

South  and  Central  America 

Venezuela,  Brazil,  Argentina 

(continued) 
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Exhibit  B (Cont). 

EDS  Organization  Components 


Component 

Group 

Unites) 

Infrastructure 

Business  Development 

Americas;  Asia/Pacific  and  Japan; 
Europe;  Africa 

Client/server  Technology 

Client/server  Account  Operations;  Technical 
Services;  Electronic  Commerce;  Office  of  the  Chief 
Information  Officer 

Management  Consulting 
Services 

Global  Practice  Support;  Mergers  and  Acquisitions; 
Technology  Advisory  Services  Consulting  Group; 
GM,  Financial  and  the  Americas  Consulting  Group 

Customer  Business 
Services 

Account  Services;  Field  Services 

Employee  Development 

Compensation;  Industry  Training;  Leadership 
Development;  Quality;  Staffing;  Technical 
Development;  Global  Diversity 

Infrastructure  Services 

Global  Network  Management;  Communications 
Service  Delivery;  Regional  Operations 

Market  Development 

Marketing;  Marketing  Support; 

Sales  Leadership;  Strategic  Planning 

Operating  Services 

Operating  Services — Client/Server; 
Operations;  Operations — Europe 

Research  & Development 

Research  & Development 

Technology 

Architecture 

Business  Application  of  Technology  and 
Communications  Services;  Systems  & 
Methods;  Computing  and  Communications 
Architecture 

Corporate 

Audit;  Communications  & 
Public  Affairs;  Controller; 
Government  Affairs;  Legal; 
Treasurer;  Procurement; 
Tax;  Administration 
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Company  Strategy 

EDS  is  structured  in  a matrix  comprised  of 
SBUs  and  SSUs  representing  the  industry, 
geographic,  and  technical  aspects  of  EDS. 
Business  efforts  are  led  by  EDS’  vertical 
industry  groups  that  have  the  specific 
industry  knowledge  necessary  to  fully  support 
any  customer  in  a given  market. 

As  part  of  its  branding  initiative,  EDS  is 
attempting  to  create  a single  brand  identity 
across  all  geographies  and  industries  that  it 
serves. 

• EDS  believes  that  it  can  enhance  its 
customers’  productivity  and  improve  their 
performance.  The  branding  initiative  will 
highlight  specific  examples  where  EDS  has 
achieved  this  for  its  customers. 

• EDS  is  also  emphasizing  its  ability  to  be 
more  responsive  to  rapidly  changing  market 
dynamics  as  a newly  independent  company, 
and  will  form  new  alliances  and  launch  new 
ventures. 

Outsourcing  is  the  largest  and  most  mature  of 
EDS’  services.  EDS  has  been  providing  some 
version  of  outsourcing  since  its  founding  in 
1962. 

EDS  is  using  its  experience  in  outsourcing 
and  its  technological  infrastructure  to  expand 
beyond  traditional  IT  to  provide  management 
consulting  and  business  operations  (process 
management). 

• During  the  past  six  years,  EDS  has  been 
positioning  itself  as  a partner  to  its  clients. 

It  has  constructed  contracts  that  share  the 
risk  and  reward  with  the  customer. 


• EDS  has  originated  a performance-driven 
customer  relationship  called  CoSourcing^^^ 
in  which  EDS’  involvement  with  its 
customers  is  expanded  to  provide  IT  services 
and  business  performance  improvement 
skills — combining  EDS’  capabilities  and 
customer  capabilities.  EDS  brings  its  global 
technical  infrastructure  and  expanded 
knowledge  of  how  IT  can  be  applied  to 
business  processes  to  add  value  to 
customers’  business.  The  customers  bring 
the  knowledge  of  their  business  and  the  core 
competencies  that  have  enabled  them  to 
build  their  businesses.  Under  CoSourcing, 
EDS  and  the  customer  collaborate  to  plan 
and  work  to  achieve  shared  goals. 

To  date,  EDS  has  established  successful 
businesses  in  document  processing,  electronic 
commerce,  customer  services,  desktop 
products  and  services,  logistics,  product 
design,  data  mining,  and  data  warehousing,  to 
name  a few. 

EDS’  technological  resources  include: 

• EDS*NET,  one  of  the  largest  privately 
owned  networks  in  the  world 

• 14  Information  Processing  Centers  (IPCs) 

• 78  data  center  mainframe  sites  (industry  or 
customer  specific) 

Financials 

EDS’  1995  operating  revenue  reached  $12.42 
billion,  a 25%  increase  over  $9.96  billion  for 
1994.  Net  income  rose  14%,  from  $821.9 
million  in  1994  to  $938.9  million  in  1995. 

A five-year  financial  summary  follows: 
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EDS 

Five-Year  Financial  Summary 

($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 
- GM 

$3,891.1 

$3,547.2 

$3,323.7 

$3,348.5 

$3,362.2 

- Other 

8 531  0 

6412  9 

5 183  6 

4.806.7 

3 666  3 

$12,422.1 

$9,960.1 

$8,507.3 

$8,155.2 

$7,028.5 

• Percent  change  from 
previous  year 

25% 

17% 

4% 

16% 

17% 

Income  before  taxes 

$1,467.0 

$1,284.2 

$1,131.3 

$1,000.8 

$893.7 

• Percent  change  from 
previous  year 

14% 

14% 

13% 

12% 

13% 

Net  income 

$938.9 

$821.9 

$724.0 

$635.5 

$547.5 

• Percent  change  from 
previous  year 

14% 

14% 

14% 

16% 

10% 

Earnings  per  share 

$1.96 

$1.71 

$1.51 

$1.33 

$1.14 

• Percent  change  from 
previous  year 

15% 

13% 

14% 

17% 

10% 

EDS  management  attributes  1995  revenue 
increases  to  the  following: 

• EDS  signed  more  than  $10.1  billion  in  new 
business  during  the  year.  For  the  year, 
revenues  from  non-GM  sources  increased 
33%  to  represent  nearly  69%  of  total 
revenue,  compared  with  64%  of  total 
revenue  in  1994  and  61%  of  total  revenue 
in  1993. 

• For  1995,  nearly  30%  of  total  revenue  was 
generated  outside  the  U.S.  European  non- 
GM  revenue  increased  43%  in  1995  to  more 
than  $2  billion,  due  primarily  to  business  in 
the  U.K.  Other  international  non-GM 
revenue  rose  more  than  42%  over  1994, 
primarily  due  to  business  in  Japan  and 
New  Zealand. 


Revenue  Analysis  by  Product / Service 

INPUT  estimates  that  EDS’  $5.8  billion  in 
1995  U.S.  non-GM  information  services 
revenue  was  derived  approximately  as 
follows: 


Systems  operations 60% 

Systems  integration 20% 

Professional  services 15% 

Software  products/turnkey 5% 


100% 

Interim  Results 

Revenue  for  the  three  months  ending  March 
31,  1996  reached  $3,367  bilhon,  a 21% 
increase  over  $2,776  billion  for  the  same 
period  in  1995.  Net  income  for  the  period 
rose  11%  to  $218.8  million,  compared  with 
$196.8  million  in  the  corresponding  period  a 
year  ago. 
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• EDS’  non-GM  revenue  rose  28%  over  1995 
and  accounted  for  more  than  71%  of  total 
first  quarter  revenue. 

• Revenue  from  outside  the  U.S.  was  up  39% 
and  contributed  32%  to  total  revenue. 

Market  Financials 

Approximately  36%  of  EDS’  total  1995 
revenue  was  derived  from  its  parent 
company — GM.  The  remaining  64%  of  total 
revenue  was  derived  from  clients  in  various 
industries,  including  banking  and  finance, 
insurance,  manufacturing  and  distribution, 
government,  retail,  communications, 
transportation,  and  energy. 

A two-year  summary  of  EDS’  source  of 
worldwide  revenue  by  industry  market 
(including  GM)  follows: 


EDS 

Two-Year  Source  of  Revenue  Summary 


($  Mi 

lions) 

Fiscal  Year 

Industry  Market 

1995 

1994 

Manufacturing 

47% 

49% 

Financial 

14% 

14% 

Government 

12% 

10% 

Communications 

8% 

7% 

Health 

7% 

8% 

T ravel/T  ransportation 

4% 

5% 

Energy 

3% 

4% 

Other 

5% 

3% 

Total 

100% 

100% 

Geographic  Markets 

Approximately  70%  of  EDS’  total  1995 
revenue  was  derived  from  the  U.S.,  21%  from 
Europe,  and  9%  from  other  international 
sources. 

• Approximately  $5.8  billion  (47%)  of  EDS’ 
total  1995  revenue  was  derived  from  U.S. 
non-GM  customers,  $2.0  billion  (16%)  from 
European  non-GM  customers,  and  $734.6 
million  (6%)  from  other  international  non- 
GM  customers. 

• A three-year  summary  of  geographic 
sources  of  revenue  is  shown  on  the 
following  page. 
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EDS 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent 
of  Total 

U.S. 

- Outside  customers 

$5,794.9 

47% 

$4,611.2 

46% 

$4,004.5 

47% 

- GM  and  subsidiaries 

2 926.1 

23% 

2 764  4 

27% 

2.574  5 

30% 

Total  U.S. 

$8,721.0 

70% 

$7,375.6 

73% 

$6,579.0 

77% 

Europe 

- Outside  customers 

$2,001.5 

16% 

$1,308.1 

13% 

$911.6 

11% 

- GM  and  subsidiaries 

659.2 

5% 

523  4 

5% 

511.2 

6% 

Total  Europe 

$2,660.7 

21% 

$1,831.5 

18% 

$1,422.8 

17% 

Other  international 
- Outside  customers 

$734.6 

6% 

$493.6 

5% 

$267.5 

3% 

- GM  and  subsidiaries 

305.8 

2% 

259.4 

3% 

238.0 

3% 

Total  Other  (a) 

$1,040.4 

9% 

$753.0 

8% 

$505.5 

6% 

Interest  and  other  income 

- 

- 

$92.3 

1% 

$54.5 

- 

Total 

$12,422.1 

100% 

$10,052.4 

100% 

$8,562 

100% 

(a)  Differences  due  to  rounding. 


Acquisitions 

In  May  1995,  EDS  acquired  FCI 
Incorporated,  a management  and  IT  services 
firm  based  in  New  York.  The  acquisition 
was  accounted  for  as  a purchase. 

• Combining  the  resources  of  EDS  and  FCI 
has  provided  EDS  a means  of  directing  its 
business  initiatives  in  the  securities 
industry. 

• FCI  is  known  throughout  the  investment 
community  as  an  expert  in  international 
securities  operations  and  systems. 

In  August  1995,  EDS  purchased  the  check 
processing  operations  of  the  Federal  Home 
Loan  Bank  of  Cincinnati. 


• Under  the  agreement,  EDS  provides  NOW 
account/inclearing,  check  deposit,  and 
lockbox  processing  services  to  FHLB’s  150 
member  institutions  through  FHLB’s 
existing  processing  centers  in  Cleveland, 
Cincinnati,  and  Nashville. 


• EDS  claims  to  he  the  industry’s  largest 
nonbank  check  processor,  handling  more 
than  2.5  billion  items  annually  around  the 
world,  including  financial  services  in  the 
U.S.,  Argentina,  Australia,  Germany,  New 
Zealand,  and  the  U.K. 


In  September  1995,  EDS  acquired  A.T. 
Kearney  for  an  estimated  $600  million, 
including  approximately  $300  million  in 
cash,  notes,  and  contingency  payments  as 
well  as  a stock  incentive  position  of 
approximately  seven  million  shares  of  GME 
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stock,  which  will  vest  over  a long  period  for 
certain  A.T.  Kearney  people  joining  the  new 
entity. 

• A.T.  Kearney,  founded  in  1926,  is  a global 
management  consulting  firm  with 
worldwide  headquarters  in  Chicago  (IL). 
At  the  time  of  the  acquisition,  A.T. 
Kearney  had  approximately  2,000 
consulting  and  administrative  employees 
in  offices  throughout  the  Americas, 
Europe,  and  the  Asia/Pacific  region  and 
estimated  1994  revenue  of  $345  million. 

• EDS  has  merged  its  management 
consulting  unit  with  A.T.  Kearney  to 
create  a new  subsidiary — ^A.T.  Kearney, 
Inc. — with  more  than  3,600  employees, 
more  than  $500  million  in  annual  revenue, 
and  offices  in  28  countries. 

• A.T.  Kearney  remains  headquartered  in 
Chicago  and  has  a separate  board  of 
directors  consisting  of  EDS  and  A.T. 
Kearney  executives.  A.T.  Kearney  CEO 
Fred  Steingraber  is  CEO  of  the  merged 
firm  and  Gary  Fernandes,  senior  vice 
president  of  EDS,  serves  as  chairman  of 
the  board. 

In  November  1995,  EDS  acquired  LINC 
Computer,  Inc.  of  Tokyo  (Japan). 

• LINC,  now  known  as  CSG  Japan,  is  a 
computer  services  company  that  provides 
desktop  products  and  services  to  foreign 
affiliates  and  local  companies  in  Japan. 
CSG’s  services  include  the  design,  testing, 
and  implementation  of  local-area  and 
wide-area  networks,  desktop  outsourcing, 
and  the  resale  and  integration  of  personal 
computer  products.  CSG  also  provides 
help  desk  services  and  PC  maintenance. 

• CSG,  with  annual  revenue  of  about  $20 
million,  has  a staff  of  100  employees  that 


includes  professionals  of  more  than  10 
different  nationalities,  70%  of  whom  are 
bilingual. 

In  February  1995,  EDS  acquired  the 
Lakewood  Corporation,  a Greenfield  (NH)- 
based  developer  of  mortgage  processing 
software.  The  Lakewood  open  client/server- 
based  system  handles  all  aspects  of  the 
mortgage-lending  process,  including 
prequalification,  origination,  registration, 
processing,  underwriting,  closing,  and 
secondary  marketing,  and  runs  on  a variety 
of  platforms,  from  laptops  to  desktop  PCs 
and  large-scale  system  servers. 

In  January  1995,  EDS  acquired  Varitel 
Video,  a privately  owned  post-production 
company. 

• Varitel,  based  in  Los  Angeles  and  San 
Francisco  (CA)  with  115  employees,  is  a 
full-service  film  and  video  production  and 
post-production  company  specializing  in 
applying  analog  and  digital  technology  in 
film,  videotape,  and  computer  graphics. 
Clients  include  all  the  major  motion 
picture  studios,  television  networks,  and 
advertising  agencies. 

• The  acquisition  further  expands  EDS’ 
customer  base,  provides  new  avenues  for 
leveraging  its  core  capabihties  and  allows 
EDS  to  take  advantage  of  emerging 
multimedia  content  management 
opportunities. 

A summary  of  1994  acquisitions  follows: 

• In  November  1994,  EDS  acquired  GCS 
Limited,  one  of  the  largest  suppliers  of  IT 
services  to  the  government  sector  in  New 
Zealand,  for  $28.2  million.  EDS  officials 
value  the  business  at  $270  million  over  the 
next  five  years. 
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• In  October  1994,  EDS  acquired  the 
outsourcing  contracts,  software  products, 
and  computer  facilities  of  Newtrend  L.P. 
of  Orlando  (FL). 

• In  August  1994,  EDS  acquired  ICR 
International  Consulting  and 
Rechenzentrum  GmbH,  a German 
professional  services  and  outsourcing  firm. 
The  acquisition  strengthened  EDS’ 
presence  in  the  commerce,  banking, 
insurance,  and  communications  technology 
sectors. 

• In  May  1994,  EDS  acquired  Databank,  one 
of  the  largest  information  technology 
companies  in  New  Zealand,  providing 
software  development  and  support, 
disaster  recovery,  facilities  management, 
and  network  planning  services.  EDS 
officials  estimated  that  the  value  of  the 
business  over  five  years  would  be  at  least 
$350  million. 

• In  April  1994,  EDS  acquired  Eurosept,  a 
leading  French  consulting  firm  providing  a 
range  of  management  consulting  services 
related  to  the  development  and 
implementation  of  business  strategies. 

The  firm  had  more  than  350  clients  in  the 
financial  services,  insurance,  public 
utilities  and  logistics  industries. 

• In  April  1994,  EDS  acquired  F.C. 
Consultoria,  a Brazilian  consulting  firm 
with  extensive  experience  in  business 
assessment,  change  management, 
purchasing,  and  manufacturing  systems 
consulting.  Customers  included  a number 
of  multinational  corporations  in  the 
manufacturing,  consumer  and  electronic 
products,  and  agricultural  business 
industries. 

• In  April  1994,  EDS  and  Harvard 
Community  Health  Plan  (HCHP), 


partners  in  Interpractice  Systems 
Associates  L.P.,  announced  that  EDS  had 
obtained  exclusive  rights  to  market, 
develop,  and  implement  the  IPS  clinical 
information  system. 

• In  January  1994,  EDS  acquired  a majority 
interest  in  Gruppo  S&M,  a leading  IT 
services  company  in  Italy  providing  design 
and  customization  of  applications  software 
and  systems  integration  services  primarily 
to  the  banking  and  finance, 
manufacturing,  and  public  sector  markets. 

Divestitures 

In  February  1996,  EDS  sold  the  disaster 

recovery  business  of  its  Newtrend  division  to 

SunGard  Data  Systems. 

Employees 

EDS  currently  has  more  than  95,000 

employees  worldwide. 

Key  Products  and  Services 

EDS’  range  of  services  include  the  following: 

• Systems  Management — Involves  the 
ongoing  management  and  operation  of 
information  technology  components 
(computing,  communications,  applications, 
and/or  data).  It  may  involve  resources 
ranging  from  specialized  systems 
applications  to  the  customer’s  entire 
information  technology  function,  including 
facilities  and  personnel. 

- Systems  Operations/Facilities 
Management  (FM) — EDS  assumes 
virtually  all  of  the  data  processing  and 
communications  requirements  for  the 
customer  over  a multiyear  term. 
Responsibilities  include  the  design  and 
implementation  of  business  information 
systems,  the  staffing  of  the  data 
processing  functions,  the  development 
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and  maintenance  of  necessary  software, 
and  the  operation  of  all  computer 
activities. 

- Processing  Services — EDS  provides  data 
processing  services  from  an  EDS  data 
center,  billed  on  a predetermined 
minimum  monthly  basis,  usually  based 
on  the  number  of  transactions. 

- In  1995,  EDS  introduced  Renascence™, 
a desktop  outsourcing  and  management 
service  that  is  customized  to  meet 
customers’  business  requirements.  The 
core  services  offered  under  Renascence 
are  consulting  and  design,  systems 
engineering,  integration,  deployment  of 
hardware  and  software,  installation, 
ongoing  desktop  support,  training,  and 
network  systems  management. 
Renascence  is  a flexible  service  offering 
that  allows  EDS  to  align  client/server 
development  strategy  with  customers’ 
business  goals  for  enterprise  distributed 
systems  management. 

• Systems  Integration — EDS  designs, 
implements,  and  installs  the  appropriate 
combination  of  hardware  and  software 
integrated  into  a total  system  designed  to 
fulfill  the  customer’s  processing  and 
communications  requirements. 

• Systems  Development  (Professional 
Services) — EDS  provides  system  design, 
custom/contract  programming,  migration, 
and  joint  development  services  to  meet 
customers’  specific  business  needs  for 
functional  specifications  and  applications. 

• Consulting  (Professional  Services) — These 
services  include  the  development, 
refinement,  and  coordination  of  strategies 
to  support  a client’s  business  direction, 
impact  business  performance,  and  improve 
operating  results.  Consulting  is  offered  for 


business  planning,  business  process 
design,  technology  strategy  and  planning, 
and  change  management. 

• Product — EDS  provides  software  and 
hardware  in  several  areas — for  example, 
computer-aided  design,  local  government 
management,  and  EDI  services. 

• Process  Management — Outside  the  sphere 
of  information  technology,  EDS  also 
provides  ongoing  responsibility  for  the 
direction  and  operation  of  one  or  more 
business  processes  within  a client 
organization.  This  includes  resources 
(acquisition,  deployment,  and  use  of 
people,  facilities,  technology,  support 
functions  and  supplies),  integration 
(linking  business  processes)  and 
performance  (accountability  of 
performance  measures).  As  a fiscal  agent, 
EDS  is  responsible  for  all  data  processing 
functions  as  well  as  other  administrative 
duties.  These  duties  may  include 
processing  and  paying  claims  as  well  as 
ensuring  proper  coordination  of  benefits. 

Strategic  Support  Units 

While  the  SBUs  concentrate  on  their  specific 
industries,  SSUs  are  creating  products  and 
services  that  can  be  distributed  horizontally 
across  SBUs  through  tailoring  to  meet  the 
needs  of  the  different  industries  EDS 
supports. 

Client / Server  Group 

This  group  was  created  by  EDS  to  leverage 
capabilities  across  the  industries  and 
geographies  that  EDS  serves.  The  global 
organization  develops  and  manages 
distributed  computing  infrastructures  that 
support  customers’  business  strategies 
worldwide. 
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Services  provided  through  the  Client/Server 
Group  include  Renascence,  information  and 
physical  security  services,  training  and 
development,  customer  service  outsourcing, 
electronic  commerce,  electronic  data 
interchange,  and  corporate  information 
systems. 

Internet  Services 

During  the  third  quarter  of  1995,  EDS 
introduced  a suite  of  Internet  offerings  to 
establish  a presence  for  its  business 
customers  on  the  World  Wide  Web.  Services 
include  facilitating  content  management, 
storage,  computing,  and  connectivity; 
measurement  and  analysis;  infrastructure 
services  featuring  secure  Internet 
connectivity  and  application  integration  for 
business  users  at  EDS  customer  sites;  and 
interactive  banking  and  financial  services, 
including  electronic  bill  presentation, 
payment,  and  messaging. 

The  Internet  and  New  Media  organization 
supports  a recent  offering — WebVault — an 
integrated  approach  that  transforms  an 
enterprise  network  into  a company’s  own 
intranet.  WebVault  links  popular  desktop 
Web  browsers  with  applications  and 
databases  from  the  customer’s  network  so 
that  many  areas  of  the  customer’s  network 
can  be  browsed  as  easily  as  the  World  Wide 
Web. 

EDS  was  named  by  Netscape  as  one  of  four 
major  systems  integrators  qualified  to  help 
corporate  customers  establish  a presence  on 
the  Internet  and  set  up  Internet  systems 
using  Netscape  products. 

Electronic  Commerce 

Electronic  Commerce  focuses  on  improving 
the  flow  of  information  between  trading 
partners  and  consumers. 


Three  EDS  Electronic  Commerce  units  focus 
on  consumer  transaction  processing. 

• Electronic  Financial  and  Information 
Transaction  (EFIT)  services  provide  a 
single  point  of  financial  settlement  of 
these  transactions  for  numerous  national 
and  local  networks. 

• Card  Processing  Services  (CPS)  process 
transactions  initiated  through  the  use  of 
ATM/debit  cards,  MasterCard,  Visa,  JCB 
and  private-label  cards.  Since  EDS’ 
entrance  into  the  credit  card  processing 
market  in  1989,  EDS  has  become  one  of 
the  largest  credit  card  processors,  with 
more  than  16  million  cardholders 
representing  350  financial  institutions  in 
support  of  more  than  300,000  merchant 
locations  nationally. 

• Interactive  Transaction  Partners  (ITP)  is  a 
joint  venture  between  EDS,  U S WEST 
and  France  Telecom  to  provide  branded 
nationwide  interactive  electronic 
transaction  services  available  on  a private 
level  or  branded  basis  to  financial 
institutions,  merchants,  and  other  firms 
with  a consumer  or  small  business 
franchise.  Services  include  on-line  bill 
payment,  interactive  banking,  electronic 
bill  presentment,  and  interactive 
messaging. 

The  fourth  unit — Electronic  Commerce 
Services — focuses  on  business-to-business 
communications  and  the  integration  of 
technologies,  such  as  electronic  data 
interchange  (EDI),  electronic  funds  transfer 
(EFT),  and  electronic  catalogs  and  bulletin 
boards. 

A summary  of  EDS’  products  and  services  by 
industry  market  follows; 
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Government — Federal 

EDS  provides  systems  management  and 
systems  integration  services  to  federal, 
state,  and  local  government  customers. 

Federal  government  contract  examples 
include  the  following: 

• A five-year  contract  valued  at  $332  million 
with  the  U.S.  Navy  to  provide  local-area 
and  enterprise  network  products  and 
services  under  the  PC  LAN-i-  contract. 

EDS  is  supplying  departments  and 
agencies  of  the  federal  government  with 
servers,  office  automation  software, 
peripherals,  and  networking 
communications  equipment,  and  related 
services. 

• Supplying  procurement  and  testing  as  a 
subcontractor  to  BTG,  Inc.  on  a major  five- 
year  contract  from  the  U.S.  Air  Force 
under  1C41  (the  Integration  for  Command, 
Control,  Communications,  Computers,  and 
Intelligence  contract) 

• A five-year  contract  with  the  U.S.  Air 
Force  to  provide  acquisition,  delivery,  and 
engineering  services  support  for 
technology  products  to  all  U.S. 
government  organizations  in  the  command 
and  control  and  intelligence  communities 

• A five-year  contract  to  provide  software 
development  and  support  services  to  the 
U.S.  Army  Information  Systems  Software 
Center  under  the  Umbrella  3 program. 
EDS  will  assist  with  communications; 
analog/digital  systems  design  and 
analysis;  and  software  reuse,  design, 
analysis,  development,  testing, 
maintenance,  extension,  and  installation 
support  for  personnel,  financial 
management,  force  development, 
transportation,  and  command  and  control 
information  systems. 


• Providing  nonpersonal  software  support 
services  for  the  U.S.  Army  Information 
Systems  Selection  and  Acquisition  Agency, 
including  software  communication 
services,  analog/digital  systems  design  and 
analysis,  software  development,  testing, 
maintenance,  and  installation 

• Designing,  implementing,  and  operating  a 
loan-origination  system  for  the  U.S. 
Department  of  Education’s  William  D. 

Ford  Direct  Loan  Program 

Other  federal  government  clients  include 
the  Customs  Service,  the  Department  of 
Defense,  the  U.S.  Immigration  and 
Naturalization  Service,  the  U.S. 

Department  of  Agriculture,  the  FAA,  NASA, 
and  the  IRS. 

Government — State  and  Local 

EDS’  State  and  Local  Government  business 
unit,  headquartered  in  Herndon  (VA), 
provides  consulting,  systems  development, 
systems  integration,  systems  management 
and  enterprise  process  management  services 
to  various  state  government  agencies  in  29 
states.  EDS  has  more  than  100  local 
government  customers  nationwide.  EDS 
supports  a range  of  areas,  from  human 
services  to  law  enforcement  and  public 
safety,  electronic  commerce,  and 
outsourcing. 

Services  are  provided  to  state  and  local 
government  in  areas  such  as: 

• Automated  fingerprint  identification 

• Automated  law  enforcement,  including 
parking  and  red  light  citation 
management 

• Electronic  data  interchange 

• Desktop  services  management  programs 
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• Geographic  information  systems 

• Electronic  benefits  transfer 

• Electronic  eligibility  verification 

• False  alarm  management 

• Motor  vehicle  licensing  and  registration 

• Public  safety  and  law  enforcement 

• Statewide  accounting 

• Sports  licensing 

Recent  contract  examples  include  the 

following: 

• A two-year  contract  extension  from  the 
California  Department  of  Social  Services 
to  continue  managing  and  operating  the 
case  management,  information,  and 
payroll  system  for  the  State  of  California’s 
In-Home  Supportive  Services  Program 

• A five-year  contract  with  the  State  of 
North  Carolina  to  implement  and  operate 
a client/server  point-of-sale  system  to 
automate  the  sale  and  issuance  of  hunting 
and  fishing  licenses  and  boat  registrations 

• A seven-year  contract  with  the  City  of 
Charlotte  (NC)  to  provide  process 
management  services  to  the  Charlotte- 
Mecklenburg  Police  Department  in 
support  of  the  city’s  Alarm  Ordinance 

• An  expansion  to  the  GAIN  Employment 
Activity  and  Reporting  System  contract 
with  the  Los  Angeles  County’s 
Department  of  Public  Social  Services 

Government — International 

Recent  international  contracts  include  the 

following: 


• A ten-year  contract  to  provide  data  center 
operations  and  technical  support  functions 
to  the  U.K.’s  Department  of  Social 
Security 

• EDS  is  providing  operations  management, 
data  services,  technical  support, 
applications  development  and 
maintenance,  and  catalog  services  to  the 
British  Army’s  Logistics  Information 
Services  Agency. 

• EDS  will  develop  and  implement  a new 
traffic  management  support  system  for  the 
Dutch  Ministry  of  Public  Works  and  Water 
Management’s  Transport  Research 
Center. 

• Under  the  largest  information  technology 
contract  ever  in  the  Asia/Pacific  region, 
EDS  will  provide  IT  services  to  more  than 
140  agencies  and  subagencies  of  the  South 
Australian  government.  The  nine-year 
contract  is  valued  at  more  than  $500 
million. 

• EDS  is  reengineering  the  City  of  Rome’s 
accounting  system  to  manage 
expenditures  by  measuring  productivity, 
cost,  and  efficiency  of  city  services. 

Banking  and  Finance 

In  addition  to  providing  a full  continuum  of 
services  including  consulting,  systems 
development,  systems  integration,  systems 
management,  and  process  management, 

EDS  also  offers  a range  of  industry-specific 
products  and  services  to  financial 
institutions  worldwide.  With  more  than 
5,000  financial  services  customers 
worldwide,  EDS  supports  full-service 
commercial  banks,  money-center  banks, 
consumer  finance  companies,  investment 
bankers,  regional  banks, 
brokerage/securities  firms,  community 
banks,  thrifts,  mortgage  banking  and  real 
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estate  financial  services  firms,  and  credit 
unions. 

EDS  uses  a range  of  technologies  and 
applications  to  assist  financial  institutions 
in  delivery,  customer  products,  business 
management,  and  back-office  support. 
Products  and  services  include; 

• Enterprise-wide  customer  information 
systems 

• Loan/credit  origination  and  processing 
systems 

• Branch  automation  applications,  including 
voice,  teller,  and  platform 

• Item  and  remittance  processing 

• Cross-border  funds  transfer  and  currency 
exchange 

• Consumer  asset  management 

• Consumer  service  technology 

• Desktop  management  services 

• Business  process  improvement 

EDS  has  a strong  market  presence  as  a 
provider  of  IT  services  to  credit  unions.  It 
currently  processes  information  for  more 
than  1 1 million  credit  union  members  and 
more  than  1,900  credit  unions. 

EDS  also  offers  a range  of  capabilities  in 
electronic  transaction  services  that  support 
the  exchange  of  monetary  value  and 
information.  This  includes  card  processing 
services,  ATM  deployment  and  support,  EDI 
capabilities,  and  various  other  interactive 
retail  delivery  mechanisms. 

EDS  is  one  of  the  largest  credit  card 
processors  in  the  U.S.,  with  more  than  16 


million  cardholders  representing  350 
financial  institutions  in  support  of  more 
than  300,000  merchant  locations.  EDS  also 
offers  three  types  of  commercial 
cards — purchasing,  corporate,  and  business. 

EDS  is  the  leading  driver  of  ATMs  in  the 
U.S.,  providing  access  to  more  than  50 
networks  and  80,000  ATMs  worldwide. 
These  ATMs  currently  support  not  only 
financial  transactions,  but  also  purchase  of 
travelers  checks,  prepaid  phone  cards,  and 
postage  stamps. 

A variety  of  interactive  terminals,  including 
POS/electronic  cash  register  authorization 
devices,  PCs,  kiosks,  and  telephones,  are 
supported,  along  with  development  of  new 
delivery  capabilities.  Home  banking, 
electronic  benefits  transfer,  smart  cards, 
interactive  television,  and  commerce  on  the 
Internet  are  all  offered  to  provide  a range  of 
payment  and  transaction  services  in  the 
global  financial  marketplace. 

EDS’  products  and  services  have  been 
enhanced  by  recent  strategic  alliances  and 
acquisitions,  including  the  following: 

• Lakewood — This  mortgage  processing 
software  company  expands  EDS’  offerings 
to  the  mortgage  industry.  Its  primary 
product  is  an  open  system,  client/server- 
based  software  package  that  runs  on  a 
variety  of  platforms  and  handles  all 
aspects  of  the  mortgage  lending  process. 

• FCI — This  management  and  technology 
consulting  organization  focuses  on 
providing  professional  services  to  the 
securities  industry.  Its  industry  expertise 
focuses  on  the  information  systems  and 
operations  departments  of  securities  and 
brokerage  firms. 
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• Newtrend — EDS  acquired  this 
organization’s  outsourcing  contracts, 
software  products,  and  computer  facilities 
to  increase  EDS’  service  offerings  to  the 
financial  services  marketplace.  The 
addition  also  brings  500  banks,  savings 
institutions,  and  credit  unions  into  the 
EDS  customer  base. 

• Ampersand — This  organization  adds 
branch  automation  software  to  EDS’ 
financial  products  and  services.  The 
primary  product  is  an  open  systems-based 
application  that  can  be  used  by  a variety  of 
financial  institutions. 

• Leinsa — Based  in  Spain,  this  organization 
was  an  IT  subsidiary  of  Banco  Espanol  de 
Credito.  This  acquisition  makes  EDS  one 
of  two  leading  IT  services  companies  in 
Spain’s  financial  sector. 

• Databank — As  one  of  the  largest  IT 
companies  in  New  Zealand,  Databank  has 
significantly  increased  EDS’  presence  in 
the  Asia/Pacific  financial  services 
marketplace.  The  company  runs  the 
settlement  system  for  New  Zealand’s 
major  trading  banks  and  provides 
software  development  and  support,  as  well 
as  disaster  recovery,  facilities 
management,  and  network  planning 
services. 

• Inter-Bank  On-Line  Systems 

(IBOS) — EDS  increases  its  cross-border 
funds  transfer  and  currency  exchange 
capabilities  through  this  equity 
partnership.  IBOS  is  an  electronic  system 
developed  to  provide  global,  high-speed, 
efficient  cross-border  banking  services. 
Currently,  four  banking  companies  with 
more  than  2,600  locations  in  France, 
Portugal,  Spain,  and  the  U.K.  are  linked 
through  IBOS. 


• TransAlliance — During  1995,  EDS  and 
The  Exchange  System  formed 
TransAlliance,  a joint  venture  company  to 
provide  ATM,  point-of-sale,  and  interbank 
transaction  processing  services  in  the 
western  U.S.  and  western  Canada. 

• CheckFree  Corporation — During  1995, 
EDS  and  CheckFree  signed  an  agreement 
to  jointly  market  a range  of  on-line 
customer  and  business-to-business 
banking  services,  including  bill  payment, 
bill  presentation,  and  electronic  data 
interchange  through  PCs,  touchtone 
telephones,  and  screen  phones. 

Recent  contract  awards  from  financial 

customers  include  the  following: 

• A seven-year  contract  for  item  processing 
services  with  Republic  Services  Corp. 

EDS  will  provide  check  processing  services 
from  a new  processing  center  in  Pavonia 
(NJ),  as  well  as  from  existing  centers  in 
California  and  Florida. 

• Providing  mortgage  loan  origination  and 
secondary  marketing  services  to  American 
Home  Funding  of  Richmond  (VA).  EDS 
will  design  local-  and  wide-area  networks 
connecting  more  than  40  branches  and  two 
central  sites  and  will  customize  and  install 
its  Lakewood  System  loan  origination  and 
secondary  marketing  product. 

• A ten-year  contract  with  Constitution 
State  Corporate  Credit  Union  to  develop  a 
client/server-based  customer  information 
system  and  provide  check  processing,  ATM 
processing,  and  automated  clearinghouse 
support 

• A seven-year  agreement  with  Home 
Savings  of  America  to  support  the 
institution’s  consumer  lending  operation 
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• A ten-year  agreement  with  First  American 
Real  Estate  Information  Services  to 
provide  IT  and  consulting  services 

EDS’  global  capabilities  are  reflected  by  its 
most  recent  international  contracts,  which 
include: 

• A three-year  merchant  processing 
agreement  with  VisaNet,  a Brazilian 
company  formed  by  a consortium  of 
Brazilian  banks  and  Visa  International 

• An  eight-year  agreement  with  La  Caixa, 
Europe’s  largest  savings  and  loan, 
headquartered  in  Barcelona.  EDS  will 
provide  full  outsourcing  services  to  21 
subsidiaries  of  La  Caixa  (including  banks, 
insurance  companies,  and  finance 
companies)  and  will  manage  its 
communications  network. 

• A systems  integration  contract  with  Credit 
Agricole  of  France  to  install  and  operate  a 
software  package  for  employee  savings 
plans 

• A four-year  contract  with  Banco  Rio  de  la 
Plata  of  Argentina  to  implement  an 
automation  system  for  the  bank’s  174 
branches 

• Providing  systems  integration,  systems 
development,  and  management  consulting 
services  for  Den  Norske  Bank,  Norway’s 
largest  bank 

Retail 

The  Retail  Industry  Division,  part  of  the 
Commercial  Services  SBU,  provides 
business  and  information  services  to  more 
than  50  customers  worldwide  in  general 
merchandise,  food,  apparel  and  accessory, 
building  materials  and  garden  supplies, 
auto  and  home  supply,  furniture  and  home 


furnishing  stores,  eating  and  drinking 
establishments,  and  other  retail  specialties. 

Contract  examples  include  the  following: 

• Providing  logistics  management  services 
to  Computer  City,  the  computer 
superstore  retail  division  of  Tandy 

• A five-year  facilities  management 
agreement  with  Picard  Surgeles,  a French 
retail  chain  of  more  than  250  convenience 
stores 

• A ten-year  CoSourcing  agreement  wdth 
Kooperativa  Forbundet  (KP),  one  of 
Sweden’s  largest  retail  conglomerates 

• A seven-year  agreement  with  Nustep 
Shoes  of  Japan  to  install  a new 
client/server-based  retail  system  to 
connect  Nustep  stores 

• A ten-year  agreement  with  Oy  Hartwall 
ah,  a beverage  provider  in  Finland,  to 
provide  computer  operations, 
maintenance,  system  development,  and 
PC  local-area  network  management 

Health  Care 

EDS  provides  a range  of  services  to  health 
care  organizations,  managed-care  groups, 
and  medical  suppliers.  EDS’  Health  Care 
Industry  Group  (HCIG)  touches  more  than 
99  million  lives  and  serves  more  than  100 
customers,  including  16  National  Account 
Service  Company  (NASCO)  Control  Plans. 
HCIG  offers  the  full  range  of  EDS  services, 
including  consulting,  systems  development, 
systems  management,  systems  integration, 
and  process  management. 

Recent  contract  awards  include  the 
following: 
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• A five-year  systems  integration  and 
information  services  agreement  with 
Columbia  Provider  Services  (a  subsidiary 
of  Columbia  Healthcare/HCA)  to  operate 
its  application  information  systems, 
manage  vendor  relationships,  and  provide 
integration  capabilities 

• The  development  and  operation  of  a 
community  outreach  program  that 
provides  education  and  manages 
enrollment  processes  to  help  Delaware 
transition  Medicaid  clients  from  fee-for- 
service  to  managed  care  programs 

• A six-year  agreement  with  Blue  Shield  of 
California,  an  EDS  customer  for  more 
than  26  years.  EDS  and  Blue  Shield  are 
jointly  defining  new  health  maintenance 
organization  (HMD)  system  capabilities 
and  priorities  for  development. 

• A multiyear  systems  management  and 
integration  agreement  with  PhyCor  to 
move  its  medical  clinics  to  an  automated 
environment  using  EDS’  computer-based 
patient-record  technology 

• A five-year  process  and  systems 
management  agreement  with  TennCare, 
Tennessee’s  Medicaid  managed-care 
initiative 

• A multiyear  extension  with  Mississippi 
Medicaid  to  help  the  state  Medicaid 
program  move  from  a fee-for-service 
orientation  to  managed  care 

Other  major  health  care  clients  include  the 
Texas  Department  of  Health  and  Human 
Services’  STAR  Health  Plan,  MediCal,  Blue 
Cross  and  Blue  Shield  of  Massachusetts 
(BCBSMA),  Blue  Cross  and  Blue  Shield  of 
lowa/South  Dakota,  the  U.K.’s  National 
Health  Service  (NHS)  Trust  South  & West 


Region,  and  the  Taiwan  National  Health 
Program. 

Communications 

This  unit  serves  the  telecommunications, 
wireless  communications,  infotainment, 
Internet  and  new  media,  and  video  lottery 
technology  industries. 

In  addition  to  its  professional  service 
offerings,  EDS  also  offers  expertise  to  the 
communications  industry  in  the  following 
processes: 

• Corporate  management 

• Business  support  systems,  including 
directory/publishing,  billing  and  records, 
customer  assistance,  and  marketing  and 
sales 

• Operations  support  systems,  including 
network  operations,  service  provisioning, 
and  network  engineering 

• Advanced  intelligent  networks 

EDS’  strategy  in  the  communications 
industry  is  to  provide  end-to-end 
capabilities;  provide  the  industry  with 
thought  leadership;  lead  and  support 
convergence;  and  address  customer  needs  on 
a local  and  global  basis. 

EDS  has  provided  service  to  the 
telecommunications  industry  for  more  than 
20  years. 

• Its  experience  includes  serving  long- 
distance (interexchange)  carriers  of  all 
sizes;  local  exchange  carriers  (LECs), 
including  all  of  the  regional  Bell  operating 
companies;  independent  telephone 
companies  in  Canada  and  the  U.S.;  and  an 
increasing  number  of  Postal  Telephone 
and  Telegraph  companies  worldwide. 
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• EDS  supplies  services  such  as  consulting, 
systems  management,  local  exchange 
company  outclearing,  operator  service,  and 
interexchange  company  billing  systems. 

In  the  wireless  industry,  EDS  offers  a range 
of  services  that  cross  the  carrier’s  value 
chain,  from  service  creation  through 
customer  retention.  EDS’  integrated  suite  of 
services  helps  carriers  optimize  and  manage 
their  enterprise.  These  services  include 
service  provisioning  systems,  operator 
services,  database  marketing  services, 
telemarketing  services,  Internet  services, 
inventory  control  systems,  billing  services, 
clearinghouse  services,  remittance 
processing  services,  customer  service 
outsourcing,  output  management  services, 
and  consulting  services. 

EDS  provides  services  to  many  segments  of 
the  entertainment/broadcast  industry, 
including  content  providers;  advertising; 
amusement  and  theme  parks;  broadcast 
radio  and  television;  games  and  arcades; 
motion  picture  studio  production, 
distribution,  and  exhibition;  music;  events 
management  (World  Cup  1994,  Olympics 
1992);  sports;  ticketing  systems;  theaters; 
and  exhibitors.  EDS’  support  for  these 
transaction-intensive  industry  segments 
ranges  from  providing  more  traditional 
information  technology  services,  such  as 
systems  development,  systems  management, 
and  systems  integratio,  to  creating 
customized  solutions  tailored  to  a customer’s 
particular  need. 

EDS  assists  publishers  in  the  areas  of  object 
management,  intellectual  property  rights 
management,  interactive  multimedia, 
demand  printing  services,  databases 
(fulfillment  and  marketing),  advertising 
sales  automation,  and  customer  business 
performance  improvement. 


In  the  area  of  interactive  multimedia,  EDS 
focuses  on: 

• Providing  information  technology  services 
to  full-service  network  operations 

• Developing  software  that  enables 
information  and  content  to  be  created, 
managed,  and  distributed  more  effectively 

• Developing  interactive  service  offerings 

• Using  multimedia  technologies  to  enhance 
business  applications 

Through  its  subsidiary — Premisys — EDS 
provides  security  alarm  monitoring  services 
directly  to  the  consumer  as  well  as  to  alarm 
protection  companies.  EDS  also  serves  the 
security  industry  with  information 
technology  and  industry-related  process 
management  services. 

Recent  communications  industry-related 
project  examples  include  the  following: 

• A ten-year  contract  with  Deutsche 
Telecom  MobilNet  GmbH  of  Germany 
(DeTeMobil)  to  manage  all  data  clearing 
activities  for  DeTeMobil’s  mobile 
telephone  roaming  partners  worldwide 
(more  than  50  mobile  communications 
operators  in  33  countries) 

• An  eight-year  contract  with  the  Swiss 
subsidiary  of  Alcatel  to  provide 
client/server  network  and  data  center 
management,  systems  development,  back- 
up, and  recovery  management  and  help- 
desk support 

• An  approximately  eight-and-one-half-year 
contract  with  fONOROLA,  a long-distance 
telecommunications  reseller  based  in 
Montreal.  EDS  will  provide  customized 
software  (ISPlus  billing  system). 
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conversion,  implementation  and  change 
management  support,  management  and 
operation  of  a data  center,  customer 
support,  and  system  maintenance  staff. 

• A seven-year  extension  of  EDS’  Force 
Management  System  with  Southwestern 
Bell  Telephone.  The  system  manages 
operator  services  personnel. 

• A one-year  renewal  of  a systems 
management  agreement  with  broadcaster 
TDF,  a subsidiary  of  France  Telecom  and 
COGECOM,  to  manage  accounting,  capital 
investments,  purchasing,  and  sales 
systems 

• A ten-year  agreement  valued  at  more  than 
$550  million  to  implement  and  manage 
EDS’  client/server  cellular  management 
system — EMPO’WER — for  Ameritech 
Cellular’s  1.3  million  cellular  and  paging 
customers  in  Milwaukee,  Chicago,  St. 
Louis,  Detroit  and  Ohio 

Travel  and  Transportation 

The  EDS  Travel  and  Transportation  Group 
includes  three  strategic  business  units; 

• Air  Transport  Services  (airlines,  air  cargo, 
and  airports) 

• Global  Travel  Services  (corporate  and 
leisure  travel  agencies  and  providers, 
including  vehicle  rental  companies,  cruise 
lines,  hotels  and  other  hospitality 
organizations) 

• Freight  Services  (road,  rail,  and  sea  cargo, 
as  well  as  third-party  logistics) 

Air  Transport  Services  provides  complete  IT 
services  to  airlines  and  airports  and  offers 
strategies  designed  especially  for  each  major 
operation  within  an  airline,  including 
corporate  direction,  sales  and  marketing. 


passenger  services,  flight  operations, 
finance,  maintenance  and  engineering,  and 
human  resources. 

Global  Travel  Services  leverages  EDS’ 
expertise  with  enterprise-wide  IT  solutions 
as  well  as  specific  services  in  computer 
reservation  systems. 

Freight  Services  offers  IT  applications  and  a 
third-party  logistics  service  to  help  create  a 
global  logistics  pipeline. 

Recent  contract  examples  include  the 
following: 

• A ten-year  outsourcing  contract  with 
Continental  Airlines  to  provide  IT  services 
for  electronic  ticketing,  flight  operations 
support,  cargo  revenue  accounting,  crew 
management,  and  passenger  revenue 
accounting 

• A ten-year  outsourcing  contract  with  the 
Nederlandse  Spoorwegen  (Dutch  Railways 
Company)  focusing  on  individual 
passenger  services  and  cargo  services 

• A ten-year  outsourcing  contract  with 
Cunard  Line  Limited  to  reengineer 
Cunard’s  shipboard  systems  and 
reservations,  financial,  and  customer 
information  systems,  and  to  manage  and 
upgrade  telecommunications  in  Cunard’s 
offices  worldwide 

• A two-year  systems  integration  project 
with  Chek  Lap  Kok  Airport  in  Hong  Kong 
to  supply  a fully  integrated  flight 
information  and  stand-management 
system  for  Hong  Kong’s  newest  airport 

• A two-year  business  systems 
implementation  contract  with  the  Airport 
Authority  of  Hong  Kong  to  design  and 
implement  application  software  for  four 
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separate  divisions  of  the  Airport  Authority 
for  Chek  Lap  Kok  airport,  including 
operations,  financial,  commercial  business, 
and  human  resources 

• A ten-year  outsourcing  agreement  with 
Aeromexico  Airlines  to  manage  and 
operate  all  of  Aeromexico’s  information 
management  systems,  including  payroll, 
crew  management,  and  frequent-flyer 
programs.  EDS  will  also  help  the  airline 
implement  Azteca  2000,  a new  reservation 
system. 

• A ten-year  systems  management 
agreement  with  RailTex  Service  Company 
Inc.  to  provide  systems  management  and 
development  to  support  business 
operations 

Other  major  travel  and  transportation 
clients  include  BTl  Americas  Inc.,  Lufthansa 
Systems,  Southwest  Airlines, 
AMADEUS/System  One,  Schneider 
National,  Sea-Land  Service  Inc.,  and  Virgin 
Atlantic  Airlines. 

Energy  / Utilities 

In  the  oil  and  gas  industry,  EDS  focuses 
both  on  the  individual  segments  of  the 
business — exploration  and  production, 
refining,  petrochemicals,  and  petroleum 
marketing — and  on  helping  companies 
transform  their  entire  enterprise  to  meet 
changing  industry  demands.  EDS  helps  oil 
and  gas  companies  address  complex 
governmental  and  environmental 
regulations  and  respond  to  increasing  global 
competition.  EDS  services  a broad  range  of 
energy  companies,  from  the  world’s  major 
integrated  oil  and  gas  companies  to  the 
midsized  producers  and  marketers. 

EDS  also  works  with  chemical  companies 
worldwide  to  help  them  compete  in  the 
European,  U.S.,  and  Asia/Pacific  markets. 


EDS  customers  represent  90%  of  the  U.S.’ 
electricity  generation  capacity.  EDS 
provides  services  to  every  major  utility  type, 
including  electric,  gas,  and  water,  and  to 
every  area  of  operation,  including  financial, 
customer  enterprise,  and  material  support 
and  service. 

Major  contract  examples  include  the 
following: 

• A five-year  systems  management  contract 
with  BP  France  to  maintain  and  ensure 
the  evolution  of  BP  France’s  information 
systems 

• A four-year  outsourcing  and  business 
planning  reengineering  contract  with  CEZ, 
the  Czech  Republic’s  largest  electric  utility 

• A seven-year  systems  management 
contract  with  Huntsman  Chemical 
Company  to  assume  full  operational 
responsibility  for  Huntsman’s  distributed 
computing  environment 

• A ten-year  master  services  agreement 
with  Minimercados  Mexicanos  to  provide 
client/server  technology  to  support 
expansion  efforts  at  the  corporate  and 
store  levels 

• A ten-year  master  services  agreement 
with  Mohawk  Oil  Co.  Ltd.  to  provide 
industry  thought  leadership,  business  and 
technology  consulting  services,  and 
migrate  Mohawk’s  computing 
infrastructure  to  a client/server 
environment 

• A five-year  distributed  systems 
management  contract  with  Pennsylvania 
Power  & Light  to  support  migration  to  a 
client/server  computing  environment 
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• A three-year  systems  integration  and 
development  contract  with  Polish  Power 
Grid  to  redesign  its  entire  electric  utility 
system 

• A six-year  systems  management 
agreement  with  RAPID  Inc.  to  design, 
develop,  and  manage  the  AgPower 
nationwide  network 

• A five-year  supply  chain  process 
management  contract  with  Boston  Edison 
in  conjunction  with  Bechtel  to  provide 
requirements  definition,  sourcing  and 
procurement,  materials  and  inventory 
management,  distribution  logistics,  and 
payment  coordination  for  the  Pilgrim 
Power  Station  facility 

• A five-year  information  systems  contract 
with  TOTAL  Petroleum  Inc.  to  manage  the 
price  book  management  function,  provide 
item-level  merchandise  consulting,  and 
develop  and  manage  integrated  systems  to 
upgrade  customer  service 

Manufacturing 

EDS  provides  a range  of  professional  and 
systems  management  services  to 
manufacturing  and  distribution  companies 
worldwide.  EDS’  expertise  encompasses  a 
range  of  discrete  and  process  manufacturing 
markets,  including  aerospace  and  defense, 
automotive  vehicles  and  components,  high- 
technology  products,  food  and  beverage, 
textiles  and  apparel,  and  diversified 
products. 

For  the  manufacturing  industry,  EDS  is 
established  as  a Business  Process  Partner, 
rather  than  an  IT  services  vendor.  EDS 
collaborates  with  manufacturers  to  improve 
business  processes,  reduce  costs,  and 
increase  market  share.  Typical  EDS  value 
propositions  in  manufacturing  include 
compression  of  the  order-to-cash  cycle. 


increased  speed  to  market  of  new  products, 
improved  product  quality,  and  reduced 
product  cost. 

In  May  1996,  EDS  announced 
SupplySource™,  a new  service  that  focuses 
on  the  outsourcing  of  a manufacturer’s 
procurement  function.  EDS  assumes 
responsibility  for  the  organization’s 
maintenance,  repair,  and  operations  (MRO) 
procurement  functions.  The  service  makes 
use  of  EDS’  Integrated  Supplier  Network, 
an  alliance  of  top-tier  supplier  companies 
and  implements  of  best-practice  processes 
and  change  management  as  related  to  the 
procurement  process. 

Major  contract  examples  include  the 
following: 

• A ten-year  outsourcing  agreement  with 
Federal  Mogul,  a worldwide  vehicle  parts 
manufacturer,  to  provide  SupplySource 
services  for  Federal  Mogul’s  domestic 
MRO  procurement  functions 

• A ten-year  IT  outsourcing  agreement  with 
Fujitsu’s  Gresham  Manufacturing  Division 
(Gresham,  OR),  providing  fabrication 
application  systems  and  infrastructure 
support  services,  including  data  center 
operations,  network  management,  and 
desktop  services 

• A ten-year,  client/server  systems 
management  agreement  with  Storage 
Technology  Corp.  to  provide  desktop 
computing  services 

• A three-year  outsourcing  agreement  with 
Microsoft  to  support  Premier  Watch, 
Microsoft’s  remote  monitoring  service  for 
premier  customers  with  Windows  NT 
servers 
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• A seven-year  systems  management 
agreement  with  FMC’s  Machinery  and 
Equipment  Group  to  schedule  technology 
refresh,  maintenance,  and  enhancements 
of  Integrated  Product  Development  and 
MANMAN  applications,  as  well  as 
operation,  support,  and  update  UNIX  and 
Novell  operating  environments 

• A $3.2  billion  agreement  to  assume 
responsibility  for  most  of  Xerox 
Corporation’s  global  IT  needs,  including 
data  center  operations,  worldwide  voice 
and  data  telecommunications,  desktop 
systems  support,  and  designated  business 
support  applications.  EDS  has  awarded  a 
five-year,  $500-t-  million  contract  to  Xerox 
whereby  Xerox  will  manage  approximately 
100  of  EDS’  high-volume,  networked 
printer  centers  worldwide. 

International  manufacturing  contracts 

include  the  following: 

• A ten-year  agreement  with  Rolls-Royce 
Aerospace  Group  valued  at  more  than 
$900  million,  whereby  EDS  will  take  full 
responsibility  for  Rolls-Royce  Aerospace 
Group’s  information  technology 
infrastructure,  network,  systems,  and 
applications 

• An  outsourcing  contract  with  AVL,  an 
Austrian  automobile  engine  developer,  to 
manage  AVL’s  client/server  infrastructure, 
including  SAP  R/3,  introduce  international 
service  levels,  and  prepare  for  a worldwide 
rollout  to  AVL’s  48  global  subsidiaries 

• A systems  integration  agreement  to 
establish  and  install  local-  and  wide-area 
network  connectivity  for  Xerox  China  Ltd. 
and  ultimately  integrate  its  21  locations 

• A seven-year  systems  management 
contract  with  Christoflie,  a French 


manufacturer  of  luxury  goods,  to  manage 
Christoflie’s  information  technology 
systems,  including  operations, 
maintenance,  and  development  of  sales 
management  applications 

• A ten-year  agreement  with  AGIE  S.A. 
Losone,  a major  Swiss  producer  of 
machines  for  the  tool  industry,  to  assume 
responsibility  for  AGIE’s  entire  IT 
infrastructure  and  move  AGIE’s  legacy 
systems  to  a client/server  environment. 
EDS  will  also  provide  help  desk  services, 
mobile  presentation  sales  tools,  and 
personal  productivity  tools. 

• Providing  systems  development  and 
implementation  services,  including 
client/server  applications  to  automate 
warehouses  and  picking  systems  for 
Molinos  Rio  de  la  Plata,  Argentina’s 
leading  food  industry  company 

Other  significant  manufacturing  customers 

include  the  following: 

• Europe — Agroman  (Spain),  EKO  Stahl 
(Germany),  General  Sucriere  (France), 
Hartwall  (Finland),  Klockner  Humbolt 
Deutz  (Germany  and  the  Netherlands), 
Saab  Automobile,  Seimens  Automotive 
(France),  and  VAW  Aluminum  AG 
(Germany) 

• Americas — Bell  Packaging,  Bethlehem 
Steel,  Birmingham  Steel  Corp.,  CIADEA 
(Argentina),  Del  Monte  Foods,  Detroit 
Diesel  Corporation,  Frito-Lay,  General 
Electric  Do  Brazil  Ltda,  Hobart  Brothers, 
Levi  Strauss,  London  Fog,  Midland  Steel, 
Moore  Corporation  Limited,  Northrop 
Grumman  Corporation,  Philips 
Semiconductors,  and  Textron  Corporation 

• Asia/Pacific — Kraft  General  Foods 
International  (Taiwan),  Nippon  Steel 
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(Japan),  Sahavariya  Steel  (Thailand),  and 
Uncle  Toby’s  Foods  (Australia) 

General  Motors 

EDS’  GM  revenue  comes  from  designing, 
installing,  and  operating  GM  information 
systems  and  supporting  the  automaker’s 
large  private  digital  communications 
network. 

• Under  a five-year  agreement  with  GM 
Service  Technology  Group,  EDS  will 
provide  integration,  sales,  marketing,  and 
distribution  services  for  the  Techhne  PC 
Service  Information  product  to  more  than 
8,000  GM  dealers  in  North  America. 

• EDS  is  producing  Web  sites  for  each  of 
GM’s  car  and  truck  divisions,  GMAC,  and 
Service  Parts  Operations  on  the  Internet. 

• EDS  is  providing  GM  tax  staff  with 
international  trade  management  services 
in  support  of  the  GM  Customs 
Administration  Group. 

• Under  a five-year  agreement  with  the 
Buick  Motor  Division,  EDS  is  responsible 
for  answering  and  responding  to  customer 
inquiries  and  concerns  about  Buick 
products  while  capturing  the  customer 
information  in  a database  for  future 
relationship-marketing  initiatives. 

• EDS  also  was  awarded  a contract  to 
develop  the  next-generation 
Manufacturing  Information  System,  which 
will  be  deployed  at  all  Delco  Electronics 
production  sites. 

Data  Centers 

EDS  currently  operates  14  Information 
Processing  Centers  (IPCs)  worldwide.  There 
are  four  IPCs  in  Plano  (TX).  Other  IPC 
locations  include  Sacramento  (CA),  Camp 
Hill  (PA),  Auburn  Hills  (MI),  Dayton  (OH), 


Herndon  (VA),  Oshawa  (Canada),  Paris 
(France),  Stockley  Park  (England),  Zaragoza 
(Spain),  Russelsheim  (Germany)  and 
Spijkenisse  (the  Netherlands). 

EDS’  Information  Management  Center 
(IMC)  in  Plano  is  a network  command  site 
responsible  for  managing  EDS*NET,  EDS’ 
private  digital  network  that  manages  the 
telecommunications  needs  of  EDS’  IPCs. 
Through  EDS*NET,  more  than  1.1  billion 
transactions  are  processed  each  month. 

Marketing  and  Sales 

EDS  markets  its  services  through  a direct 
sales  force  that  is  aligned  by  vertical 
industry.  In  addition,  there  is  a separate 
SSU  sales  force  to  sell  horizontal 
products/services  through  and  in 
conjunction  with  the  vertical  sales  forces. 

Alliances 

EDS  has  various  ongoing  relationships  with 
more  than  7,000  vendors  worldwide, 
including  the  following: 

• In  May  1996,  EDS  and  Computer  City,  the 
computer  superstore  retail  division  of 
Tandy  Corporation,  formed  a strategic 
alliance  designed  to  provide  immediate 
pricing  and  availability  estimates  to 
corporate  customers  and  mutually 
leverage  Computer  City  and  EDS 
customer  relationships. 

• In  February  1996,  EDS  and  PointCast 
Incorporated  announced  a partnership  to 
develop  and  market  products  and  services 
for  the  PointCast  Network  (PCN),  a free 
service  that  broadcasts  personalized  news 
and  information  directly  to  a viewer’s 
computer  screen.  EDS  will  provide 
technical  and  data  center  support  for  PCN, 
including  disaster  recovery. 
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• In  January  1996,  EDS  and  The  ASCII 
Group,  Inc.  signed  a letter  of  intent  to 
team  to  create  an  on-line  Internet 
marketspace  to  distribute  computer- 
related  products  and  services. 

• In  January  1996,  EDS  and  CheckFree 
Corporation  signed  an  agreement  to  jointly 
market  on-line  consumer  and  business-to- 
business  banking  services.  EDS’  Virtual 
Branch  remote  banking  services  will  be 
integrated  with  CheckFree’s  electronic 
payment  system  to  offer  bill  payment,  bill 
presentment,  and  EDI,  accessible  through 
a PC,  touchtone  telephone,  or  screen 
phone. 

• In  August  1995,  EDS  and  Silicon  Graphics 
formed  a strategic  alliance  whereby  EDS 
will  use  Silicon  Graphics’  WebFORCE 
hardware  and  software  applications  to 
support  its  customers’  multimedia 
presence  on  the  World  Wide  Web. 

Some  of  EDS’  other  joint  ventures  and  other 

agreements  include: 

• Joint  Ventures — Beijing  International 
Information  Processing,  China 
Management  Systems  Corporation,  EDS 
Africa  Limited,  GM  Mobile 
Communications  Systems,  Hitachi  Data 
Systems  Holding  Corporation,  Interactive 
Transaction  Partners,  Inter-bank  On-Line 
Systems  Limited,  EDS  Israel,  Ltd.,  LG- 
EDS,  Inc.,  Nippon  EDS  Company  Limited, 
Pyns  Ltd.,  SV-EDS  Technology  Services, 
Ltd.,  System  One  Information 
Management,  L.L.C.,  Transalliance,  L.P., 
UMW-EDS  Technologies  Sdn.  Bhd.,  UPE 
Systems  Services  Sdn.  Bhd.,  and 
Worldlink  Technologies  Pty.  Ltd. 

• Agreements — Dun  & Bradstreet 
Healthcare  Information,  Netscape,  Hotel 
Information  Systems  Inc.,  Computer 


Associates,  American  Express,  and  Silicon 
Graphics 

EDS  has  become  a sponsoring  member  of 
CommerceNet,  a consortium  of  government 
agencies,  educational  institutions,  and 
leading  companies  working  in  concert  to 
facilitate  business-to-business  commerce  on 
the  Internet. 

Competitors 

Major  competitors  of  EDS  by  product/service 
area  include  the  following: 

• Insurance  claims  processing — Computer 
Sciences  Corporation  (CSC),  Policy 
Management  Systems,  and  Unisys 

• Government  systems — CSC,  Lockheed 
Martin,  PRC  (Litton),  and  Boeing 
Information  Services 

• Banking  and  finance — Andersen 
Consulting,  BISYS,  FIserv,  and  IBM  ISSC 

• Manufacturing — IBM  ISSC,  Computer 
Sciences  Corporation,  and  Andersen 
Consulting 

• Systems  integration — Andersen 
Consulting,  Unisys,  and  IBM 

• Systems  operations — Andersen 
Consulting,  Computer  Sciences 
Corporation,  IBM  ISSC,  and  CAP  GEMINI 

• Systems  development/consulting — 
Andersen  Consulting 

Assessment 

EDS’  major  strengths  include: 

• Its  customer  focus 

• Its  ability  to  manage  complexity 

• Consistent  global  infrastructure 
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• Breadth  and  depth  in  its  targeted 
industries 

• Project  management  skills  and 
methodologies 

Challenges  over  the  coming  year  include: 

• Managing  rapid  global  growth 

• Increasing  market  awareness  of  EDS’ 
depth  and  breadth 

EDS  is  also  emphasizing  its  ability,  as  a 
newly  independent  company,  to  be  more 
responsive  to  rapidly  changing  market 
dynamics,  to  form  new  alliances,  and  launch 
new  ventures.  Any  acquisitions  in  the  near 


future  are  likely  to  be  small,  niche,  or 
foreign  companies.  An  alliance  with  a larger 
communications  or  computer  hardware 
company  is  a possibility,  but  it  is  unlikely 
that  EDS  will  tie  itself  too  closely  to  any 
large  company  so  soon  after  gaining  its 
independence. 

With  its  reorganized  leadership  in  the  form 
of  two  executive  councils — one  concerned 
with  corporate  strategy  and  the  other  with 
operating  strategies — EDS  intends  to  keep 
its  strategic  direction  on  course.  EDS’ 
challenges  will  be  to  continue  to  manage 
rapid  global  growth  while  increasing  market 
awareness  of  the  breadth  and  depth  of  its 
expertise. 
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Chairman,  President 
& CEO:  Lester  M.  Alberthal,  Jr. 

5400  Legacy  Drive 
Plano,  TX  75024 

Phone:  (214)  605-6000 

Fax:  (214)  605-6545 


Status:  Wholly  Owned  Subsidiary 

Parent:  General  Motors  Corporation 

Employees:  80,000+ 

Revenue:  $10,052,400,000 

Fiscal  Year  End:  12/31/94 


Key  Points 

• During  1994,  EDS  exceeded  $10  billion  in 
revenues  for  the  first  time  in  the  company’s 
32-year  history. 

• EDS  signed  its  largest  non-GM  outsourcing 
contract  ever  during  1994 — a $3.2  bilhon 
agreement  with  Xerox  Corporation. 

• During  1994,  EDS  was  awarded  its  largest 
ever  global  outsourcing  contract  in  the 
financial  services  sector — a $350  million 
contract  with  American  Express  subsidiary, 
American  Express  Bank  Ltd. 


• More  than  25%  of  EDS’  1994  revenue  came 
from  outside  the  U.S.  The  company 
continues  to  expand  internationally,  adding 
operations  in  Argentina,  Malaysia  and 
Thailand  during  the  year. 

• EDS  also  acquired  consulting  firms  in 
France  and  Brazil  and  estabhshed 
operations  in  Africa  with  the  formation  of 
EDS  Africa  Limited,  a 600-employee  joint 
venture. 

• In  early  June  1995,  EDS  and  consulting 
firm  A.T.  Kearney  announced  they  had 
entered  into  a letter  of  intent  for  EDS  to 
purchase  A.T.  Kearney  for  an  estimated 
$600  mdlion  in  cash  and  stock. 
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Company  Description 

EDS,  founded  in  1962,  is  a world  leader  in  the 
application  of  information  technology  (IT), 
providing  information  processing,  systems 
management,  systems  integration,  systems 
development,  consulting,  software  products 
and  process  management  services  to 
customers  worldwide.  EDS  serves  pubhc  and 
private  organizations  in  banking  and  finance, 
communications,  energy,  government,  health 
care,  insurance,  manufacturing,  retail  and 
transportation. 

• EDS  currently  has  more  than  80,000 
employees  and  more  than  8,000  clients  in  all 
50  states  and  more  than  40  other  countries. 

• EDS’  largest  client  is  General  Motors 
Corporation  (GM)  and  its  subsidiaries, 
which  contributed  approximately  35% 

($3,547  billion)  to  EDS’  1994  revenue. 

EDS,  acquired  by  GM  in  October  1984, 
operates  as  an  independent  subsidiary  of  GM. 
EDS’  performance  forms  the  base  from  which 
any  dividend  on  the  GM  Class  E common 
stock  will  be  declared.  These  earnings  include 
income  earned  from  services  provide  by  GM 
and  its  other  subsidiaries. 

Organization  and  Structure 

EDS  is  organized  to  support  individual 
industries  and  the  business  needs  of  its 
customers.  The  company’s  current 
organization  structure  is  summarized  in 
Exhibit  A. 

• A Leadership  Council  of  eight  senior 
management  officers  provides  strategic 
direction  and  oversight  for  the  company. 

• Sales  and  operations  are  the  responsibility 
of  the  strategic  business  units,  each  oriented 
to  a particular  industry  or  geographic 
region. 


The  organization  features  four  components 
that  are  summarized  in  Exhibit  B and  include 
the  following; 

• Industry — Strategic  Business  Units  (SBUs) 
organized  by  industry 

• Geography / Culture — SBUs  organized  along 
geographic  lines 

• Infrastructure — Strategic  Support  Units 
(SSUs),  such  as  Information  Processing 
Center  (IPG)  Operations,  Field  Services  and 
Apphed  Engineering,  as  well  as  additional 
support  units  in  areas  such  as  employee 
development,  purchasing,  marketing, 
planning  and  consulting 

• Corporate — Administrative  support  SSUs 

There  are  three  levels  of  corporate  governance 
within  each  of  the  four  above  components  as 
follows: 

• Unit — ^The  SBU  and  SSU  levels  are  the  most 
significant  because  they  are  closest  to  the 
customer.  SBU  functions  include  marketing 
and  business  development,  sales  and  sales 
support,  systems  engineering,  products  and 
services,  business  operations  and  financial 
responsibihties.  SBUs  are  responsible  for 
working  with  other  SBUs  and  SSUs  to  find 
the  resources,  products  and  services  that 
best  meet  customers’  needs. 

• Group — Group  Executives  develop  five-year 
business  plans,  coordinate  marketing  and 
selhng  functions  and  monitor  and  ensure 
teamwork,  quahty  and  customer 
satisfaction.  In  the  Industry,  Infrastructure 
and  Corporate  components.  Group 
Executives  are  responsible  for  developing 
global  strategy  within  their  areas.  Group 
Executives  in  the  Geography/Cultural 
component  are  responsible  for  the  strategy 
within  their  region. 
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Exhibit  A 


EDS  Organization  - Concept 
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Exhibit  B 

EDS  Organization  Components 


Component  | Group 

Unit(s) 

Industry 

General  Motors 

Planning  and  Integration;  GM  Europe; 

Advanced  Technology; 

Powertrain  and  Delco  Electronics; 

North  American  Vehicle  Sales  and  Marketing: 
Dealer  Systems;  Worldwide  Components; 
Operations  and  Staffs  Support;  Allison 
Transmission,  AGT  and  Electro-motive; 

N.A.  Passenger  Car  & Truck  Platforms;  Regional 
Support  Centers 

Manufacturing 

Manufacturing  and  Distribution; 

High  Technology;  Retail;  Food;  Unigraphics 

Financial 

Large  Financial  Institutions; 

Financial  Services;  Brokerages  and  Investment 
Houses;  Real  Estate;  Capital  Services 

Government  Systems 
Group 

Government-Services;  Government-Military; 
Government-State  and  Local 

Travel  and  Transportation 

Air  Transport;  Travel  Services;  Freight 

Communications 

Telecommunications;  Media;  Entertainment; 
Personal  Communications;  Interactive  Multimedia 
Services 

Energy 

Natural  Gas  and  Liquids;  Petroleum;  Mining; 
Chemicals;  Pharmaceuticals 

Insurance 

Health;  Property  & Casualty;  Life;  Other 

Geography/Culture 

Americas 

U.S. 

Government-Federal; 
Government-Military; 
Government-State  and  Local; 
Commercial  Services 

Non  U.S. 

Canada;  Mexico;  South  and  Central  America 

Geography/Culture 

Europe 

Europe-Central 

Europe-North 

Europe-South 

Germany 

U.K.;  Benelux  and  Scandinavia 
France;  Spain  and  Italy 

Geography/Culture 

Japan 

Japan 

Japan 

Geography/Culture 

Asia/Pacific 

Asia/Pacific 

Korea;  Australia  and  New  Zealand; 
Taiwan;  Hong  Kong;  China;  Singapore 

Geography/Culture 

Africa 

Africa 

Africa 

(continued) 
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Exhibit  B (Cont). 

EDS  Organization  Components 


Component 

Group 

Unit(s) 

Infrastructure 

Administration 

Chief  Information  Office;  Employee 
Administration;  Purchasing;  Real  Estate 

Business  Development 

Americas;  Asia/Pacific  and  Japan; 
Europe;  Africa 

Client/server  Technology 
Services 

Client/server  Support;  Technical  Products; 
Electronic  Commerce;  Core  Capabilities; 
Office  of  the  Chief  Information  Officer 

Management  Consulting 
Services 

Global  Practice  Support;  Mergers  and  Acquisitions; 
Technology  Advisory  Services  Consulting  Group; 
GM,  Financial  and  the  Americas  Consulting  Group 

Customer  Business 
Services 

Account  Services;  Field  Services 

Employee  Development 

Compensation;  industry  Training; 
Leadership  Development;  Quality; 
Staffing;  Technical  Development 

Infrastructure 

Engineering 

Applied  Engineering;  Core 
Engineering 

Market  Development 

Marketing;  Marketing  Support; 

Sales  Leadership;  Strategic  Planning 

Operating  Services 

Operating  Services — Client/Server; 
Operations;  Operations — Europe 

Research  & Development 

-- 

Technology 

Architecture 

Business  Application  of  Technology  and 
Communications  Services;  Systems  & 
Methods;  Computing  and  Communications 
Architecture 

Corporate 

Audit;  Communications  & 
Public  Affairs;  Controller; 
Government  Affairs;  Legal; 
Tax;  Treasurer 
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• Global  Operations  Council — The  most  senior 
executives  in  global  industries  have 
responsibility  for  market  planning  and 
direction.  The  Council  will  hnk  business 
strategies  among  industry  SBUs  and 
geography/culture  SBUs. 

Headquartered  in  Plano  (TX),  EDS  has  more 
than  850  locations  worldwide. 

EDS  also  holds  a 20%  equity  in  Hitachi  Data 
Systems  Corp.,  a joint  venture  with  Hitachi 
Ltd.  Formed  in  1989,  the  joint  venture 
markets  and  distributes  Hitachi  PMC 
mainframe  and  peripheral  equipment. 

Company  Strategy 

EDS  is  vertically  focused  in  its  pursuit  of  all 
business.  Its  SBU  organization  provides  an 
industry-specific  focus  to  both  marketing  and 
delivery  of  service. 

Outsourcing  is  the  largest  and  most  mature  of 
EDS’  services,  accounting  for  more  than  60% 
of  its  revenue.  EDS  has  been  providing  some 
version  of  outsourcing  since  its  founding  in 
1962. 

EDS’  experience  and  technological  resources 
include: 

• EDS*NET,  one  of  the  largest  privately 
owned  networks  in  the  world 

• 18  Information  Processing  Centers  (IPCs) 

• 63  data  center  mainframe  sites  (industry  or 
customer  specific) 

EDS  is  endeavoring  to  use  its  experience  in 
outsourcing  and  its  technological 
infrastructure  to  expand  beyond  traditional  IT 
to  enter  into  management  consulting  and 
business  operations  (process  management). 


• EDS  believes  its  vertical  focus  brings 
business  knowledge  as  well  as  technical 
skills  to  its  clients.  This  combination  of 
skdls  will  help  EDS  expand  beyond  the 
customer’s  data  center  to  include  their 
business  operation  function. 

• During  the  past  six  years,  EDS  has  been 
positioning  itself  as  a partner  to  its  clients. 
It  has  constructed  contracts  that  share  the 
risk  and  reward  with  the  customer. 

• In  1993,  EDS  introduced  the  CoSourcing®**’ 
concept  in  which  a union  is  formed  between 
the  customer  and  EDS  through  the  joining 
of  information  technology  services  with 
business  process  services.  An  integral  part 
of  the  concept  is  the  sharing  of  risk  and 
reward  of  the  customer’s  business 
performance  and  translating  this 
arrangement  into  an  EDS  compensation 
plan.  One  of  the  earhest  examples  of 
CoSourcing  is  the  Chicago  Parking 
Authority  contract,  where  EDS’ 
compensation  is  dependent,  in  part,  on  the 
collection  of  traffic  fines.  This  contract  and 
service  has  been  used  as  a model  for  similar 
offerings  around  the  world. 

EDS’  Core  Capabdities  unit  (formerly  Centers 
of  Service)  is  a service  product  development 
organization  that  test  markets  a service 
business  for  a hmited  time  with  the  purpose 
of  either  growing  the  business  to  become  a 
strategic  business  unit , incorporate  the 
business  into  an  existing  SBU  or  discontinue 
the  business. 

• To  date,  EDS  has  estabhshed  successful 
businesses  in  document  processing, 
electronic  commerce,  customer  services, 
desktop  products  and  services,  logistics, 
product  design,  data  mining  and  data 
warehousing. 
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• Core  Capabilities  is  a service  development 
organization  that  is  motivated  to  create  new 
horizontaUy-oriented  businesses  while  the 
existing  vertically-oriented  businesses 
continue.  This  strategy  creates  future 
competitive  advantages  for  EDS. 


Financials 

EDS’  1994  revenue  reached  $10.05  billion,  a 
17%  increase  over  $8.56  biUion  for  1993.  Net 
income  rose  13%,  from  $724  milhon  in  1993  to 
$821.9  million  in  1994.  A five-year  financial 
summary  follows; 


EDS 

Five-Year  Financial  Summary 

($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

1994 

1993 

1992 

1991 

1990 

Revenue 

- GM 

$3,547.2 

$3,323.7 

$3,348.5 

$3,362.2 

$3,234.2 

- Other 

6.505.2 

5.238.1 

4.870.4 

3.736.8 

2.874.6 

$10,052.4 

$8,561.8 

$8,218.9 

$7,099.0 

$6,108.8 

• Percent  change  from 
previous  year 

17% 

4% 

16% 

16% 

12% 

Income  before  taxes 

$1,284.2 

$1,131.3 

$1,000.8 

$893.7 

$788.7 

• Percent  change  from 
previous  year 

14% 

13% 

12% 

13% 

16% 

Net  income 

$821.4 

$724.0 

$635.5 

$547.5 

$496.9 

• Percent  change  from 
previous  year 

13% 

40% 

16% 

10% 

14% 

Earnings  per  share 

$1.71 

$1.51 

$1.33 

$1.14 

$1.04 

• Percent  change  from 
previous  year 

13% 

14% 

17% 

10% 

16% 

EDS  management  attributes  1994  revenue 
increases  to  the  following: 

• EDS  signed  more  than  $9  hillion  in  new 
business  during  the  year.  For  the  year, 
revenues  from  non-GM  sources  increased 
24%  to  represent  more  than  64%  of  total 
revenue,  compared  with  60%  of  total 
revenue  in  1993  and  59%  of  total  revenue 
in  1992. 

• 1994  was  the  first  year  in  which  more  than 
25%  of  total  revenue  was  generated  outside 
the  U.S.  European  non-GM  revenue 


increased  43%  in  1994  to  more  than  $1.3 
billion  due  primarily  to  business  in  the 
U.K.  and  Germany.  Other  international 
non-GM  revenue  rose  85%  over  1993, 
primarily  due  to  business  in  Japan  and 
New  Zealand. 


EDS 

June  1995 


© INPUT  1995.  Reproduction  prohibited. 


Page  7 of  26 


INPUT  Vendor  Profile 


Revenue  Analysis  by  Product/ Service 
INPUT  estimates  that  EDS’  $4.6  billion  in 
U.S.  non-GM  information  services  revenue 
was  derived  approximately  as  follows: 


Systems  operations 64% 

Systems  integration 17% 

Professional  services 14% 

Software  products/turnkey  5% 


100% 

Interim  Results 

Revenue  for  the  three  months  ending  March 
31,  1995  reached  $2,785  billion,  a 24% 
increase  over  $2,239  billion  for  the  same 
period  in  1994.  Net  income  for  the  period 
rose  nearly  15%,  to  $196.8  miUion,  compared 
with  $171.7  million  in  the  corresponding 
period  a year  ago. 

Market  Financials 

Approximately  35%  ($3.55  billion)  of  EDS’ 
total  1994  revenue  was  derived  from  its 
parent  company — GM — and  1%  was  derived 
from  interest  and  other  sources.  The 
remaining  64%  ($6.4  bilhon)  of  total  revenue 
was  derived  from  chents  in  various 
industries,  including  banking  and  finance, 
insurance,  manufacturing  and  distribution, 
government,  retail,  communications, 
transportation  and  energy. 

A two-year  summary  of  EDS’  source  of 
worldwide  revenue  by  industry  market 
(including  GM)  follows: 


EDS 

Two-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

Industry  Market 

1994 

1993 

Manufacturing 

47% 

48% 

Government 

15% 

14% 

Financial 

13% 

14% 

Communications 

7% 

6% 

Insurance 

5% 

6% 

T ravel/T  ransportation 

4% 

4% 

Energy 

4% 

4% 

Other 

5% 

3% 

Total 

100% 

100% 

Geographic  Markets 

Approximately  73%  of  EDS’  total  1994 
revenue  was  derived  from  the  U.S.,  18%  from 
Europe  and  8%  from  other  international 
sources.  The  remaining  1%  was  derived  from 
interest  and  other  sources. 

• Approximately  $4.6  bilhon  (46%)  of  EDS’ 
total  1994  revenue  was  derived  from  U.S. 
non-GM  customers,  $1.3  bilhon  (13%)  from 
European  non-GM  customers  and  $493.6 
mihion  (5%)  from  other  international  non- 
GM  customers. 

A three-year  summary  of  geographic  sources 
of  revenue  is  shown  on  the  fohowing  page. 
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EDS 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1994 

1993 

1992 

Geographic  Market 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

U.S. 

- Outside  customers 

$4,611.2 

46% 

$4,004.5 

47% 

$3,693.6 

45% 

- GM  and  subsidiaries 

2.764  4 

27% 

2.574.5 

30% 

2.562.9 

31% 

Total  U.S. 

$7,375.6 

73% 

$6,579.0 

77% 

$6,256.6 

76% 

Europe 

- Outside  customers 

$1,308.1 

13% 

$911.6 

11% 

$828.3 

10% 

- GM  and  subsidiaries 

523.4 

5% 

511.2 

6% 

546.5 

7% 

Total  Europe 

$1,831.5 

18% 

$1,422.8 

17% 

$1,374.8 

17% 

Other  international 
- Outside  customers 

$493.6 

5% 

$267.5 

3% 

$284.8 

3% 

- GM  and  subsidiaries 

2594 

2% 

238.0 

3% 

239.1 

2% 

Total  Other 

$753.0 

8% 

$505.5 

6% 

$523.9 

6% 

Interest  and  other  income 

$92.3 

1% 

$54.5 

~ 

$63.7 

1% 

Total 

$10,052.4 

100% 

$8,562 

100% 

$8,219 

100% 

Acquisitions 

In  June  1995,  EDS  and  A.T.  Kearney 
announced  they  had  entered  into  a letter  of 
intent  under  which  EDS  would  acquire  A.T. 
Kearney  and  merge  EDS’  management 
consulting  unit  with  A.T.  Kearney. 

• The  letter  of  intent  calls  for  EDS  to 
acquire  A.T.  Kearney  for  an  estimated 
$600  million,  including  approximately 
$300  milhon  in  cash  and  contingency 
payments  as  well  as  a stock  incentive 
position  of  approximately  seven  million 
shares  of  GME  stock,  which  will  vest  over 
a long  term  period  for  certain  A.T. 

Kearney  people  joining  the  new  entity. 

• The  merger  is  subject  to  the  approval  of 
the  board  of  directors  and  shareholders  of 
both  companies  and  completion  of  required 
fihngs. 


• The  transaction,  if  completed,  would 
create  a new  EDS-owned  management 
consulting  subsidiary  under  the  A.T. 
Kearney  name  with  more  than  2,300 
consulting  professionals  and  1,200 
administrative  staff  in  40  countries. 

• A.T.  Kearney  is  an  international 
management  consulting  firm  with 
worldwide  headquarters  in  Chicago  (IL). 
Founded  in  1926,  A.T.  Kearney  has 
approximately  1,900  professional 
consulting  and  administrative  employees 
and  estimated  1994  revenue  of  $345 
milhon.  The  firm  has  offices  throughout 
the  Americas,  Europe,  Asia  and  Australia. 

In  May  1995,  EDS  announced  that 
securities  industry  authority  Michael  T. 
Reddy  has  joined  EDS  in  conjunction  with 
the  acquisition  of  Reddy’s  management  and 
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information  technology  services  firm — FCI 
Incorporated. 

• Mr.  Reddy  will  serve  as  EDS’  securities 
industry  vice  president  and  will  be 
responsible  for  leading  EDS’  global 
activities  in  the  securities  industry.  FCI 
will  operate  as  a wholly  owned  subsidiary 
of  EDS. 

• In  addition  to  Mr.  Reddy,  the  acquisition 
of  FCI  brings  more  than  100  securities 
industry  experts  to  EDS. 

In  February  1995,  EDS  acquired  the 
Lakewood  Corporation,  a Greenfield  (NH)- 
based  developer  of  mortgage  processing 
software.  The  Lakewood  open  client/server- 
based  system  handles  all  aspects  of  the 
mortgage-lending  process,  including 
prequalification,  origination,  registration, 
processing,  underwriting,  closing  and 
secondary  marketing. 

In  January  1995,  EDS  acquired  Varitel 
Video,  a privately  post-production  company. 

• Varitel,  based  in  Los  Angeles  and  San 
Francisco  (CA)  with  115  employees,  is  a 
fuU-service  film  and  video  production  and 
post-production  company  speciahzing  in 
applying  analog  and  digital  technology  in 
film,  videotape  and  computer  graphics. 
Clients  include  all  the  major  motion 
picture  studios,  television  networks  and 
advertising  agencies. 

• The  acquisition  further  expands  EDS’ 
customer  base,  provides  new  avenues  for 
leveraging  its  core  capabihties  and  allows 
EDS  to  take  advantage  of  emerging 
multimedia  content  management 
opportunities. 

In  November  1994,  EDS  acquired  GCS 
Limited,  one  of  the  largest  IT  services 


companies  in  New  Zealand,  for  $28.2 
miUion.  EDS  officials  value  the  business  at 
$270  million  over  the  next  five  years. 

• GCS  is  the  largest  supplier  of  IT  services 
to  the  government  sector  in  New  Zealand. 
It  operates  three  computer  centers  and 
offers  a range  of  processing, 
communication  and  consulting  services. 

• Major  government  clients  include  the 
Inland  Revenue  Department,  Department 
of  Social  Welfare,  Department  of  Justice, 
New  Zealand  Pohce,  Ministry  of  Defence 
and  the  Land  Transport  Safety  Authority. 

• The  acquisition  expands  EDS’  business  in 
the  Asia/Pacific  region. 

In  October  1994,  EDS  acquired  the 
outsourcing  contracts,  software  products 
and  computer  facilities  of  Newtrend  L.P.  of 
Orlando  (FL). 

• Newtrend,  which  has  computer  facihties 
in  Florida,  Louisiana,  Iowa  and  New 
Jersey,  provides  outsourcing  services, 
software  products  and  processing  services 
to  more  than  500  banks,  savings 
institutions  and  credit  unions. 

• Approximately  450  Newtrend  employees 
have  transferred  to  EDS. 

• The  operations  of  Newtrend  have  been 
merged  into  EDS’  Financial  Industry 
Group. 

In  August  1994,  EDS  acquired  ICR 
International  Consulting  and 
Rechenzentrum  GmbH,  a German 
professional  services  and  outsourcing  firm 
with  215  employees.  The  acquisition 
strengthens  EDS’  presence  in  the  commerce, 
banking,  insurance  and  communications 
technology  sectors. 
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In  May  1994,  EDS  acquired  Databank,  one 
of  the  largest  information  technology 
companies  in  New  Zealand.  EDS  officials 
estimate  the  value  of  the  business  over  five 
years  will  be  at  least  $350  miUion. 

• Databank,  founded  in  1967,  had  annual 
revenues  of  about  $50  million  and 
approximately  950  employees. 

• Databank  provides  software  development 
and  support  as  well  as  disaster  recovery, 
facilities  management  and  network 
planning  services.  It  also  operates  service 
bureau  mainframe  processing  for  the 
business  community  in  New  Zealand. 

• Databank,  which  runs  the  settlement 
system  for  the  country’s  major  trading 
banks,  was  formerly  owned  by  Bank  of 
New  Zealand,  ANZ  Banking  Group  (New 
Zealand)  Ltd.,  Westpac  Banking  Corp.  and 
The  National  Bank  of  New  Zealand 
Limited.  The  banks  will  remain 
Databank/EDS  customers. 

• EDS  intends  to  expand  Databank’s 
business  base  by  seeking  new  customers  in 
transportation,  communications, 
insurance  and  government. 

In  April  1994,  EDS  acquired  Eurosept,  a 
leading  French  consulting  firm. 

• Paris-based  Eurosept,  established  in  1982, 
offers  a range  of  management  consulting 
services  related  the  development  and 
implementation  of  business  strategies. 

The  firm  had  more  than  350  chents  in  the 
financial  services,  insurance,  public 
utihties  and  logistics  industries. 

• Eurosept  had  approximately  150 
employees  working  across  France, 

Belgium  and  the  U.K.  and  annual 


revenues  of  about  $24  million  at  the  time 
of  the  acquisition. 

• Eurosept  has  relocated  to  EDS’  offices  in 
Paris  and  now  operates  as  EDS-Eurosept. 

Also  in  April  1994,  EDS  acquired  F.C. 
Consultoria,  a Brazihan  consulting  firm. 

• Sao-Paulo-based  F.C.  Consultoria  has 
extensive  experience  in  business 
assessment,  change  management, 
purchasing  and  manufacturing  systems 
consulting. 

• The  firm’s  customer  base  includes  a 
number  of  multinational  corporations  in 
the  manufacturing,  consumer  and 
electronic  products  and  agricultural 
business  industries.  Clients  include  Ciba- 
Geigy,  Kodak  and  Johnson  & Johnson. 

• The  operations  of  F.C.  Consultoria  have 
been  merged  into  Management  Consulting 
Services. 

In  April  1994,  EDS  and  Harvard 
Community  Health  Plan  (HCHP),  partners 
in  Interpractice  Systems  Associates  L.P., 
announced  that  EDS  obtained  exclusive 
rights  to  market,  develop  and  implement  the 
IPS  chnical  information  system. 

• IPS  was  formed  in  1989  as  a hmited 
partnership  among  EDS,  HCHP  and  IPS’ 
key  employees  to  develop  and  integrated 
solution  to  automate  the  health  care 
delivery  process. 

• EDS  has  assumed  the  talent  and  clinical 
knowledge  of  the  IPS  organization, 
maintaining  substantially  all  of  the 
chnical  automation  team  that  has 
overseen  the  system  from  development 
through  testing  and  implementation. 
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In  January  1994,  EDS  acquired  SIGEBA,  an 
IT  services  company  based  in  Buenos  Aires 
and  specializing  in  systems  development, 
integration  and  management  for  the 
financial  sector.  SIGEBA,  now  part  of  EDS 
Argentina,  employs  90  people  and  serves  50 
companies,  including  DATACASH,  an 
electronic  banking  network  shared  by  29 
banks  and  offering  cash  management 
services  to  1,400  companies. 

In  January  1994,  EDS  acquired  a majority 
interest  in  Gruppo  S&M,  one  of  the  leading 
IT  services  company  in  Italy.  The 
agreement  includes  an  option  for  EDS  to 
take  full  ownership  of  the  company  over  the 
coming  years. 

• Gruppo  S&M  provides  design  and 
customization  of  application  software  and 
systems  integration  services.  It  has  a 
strong  base  in  the  financial  sector,  which 
accounts  for  approximately  50%  of  its 
revenue,  and  also  has  significant  business 
in  the  manufacturing  industry  and  pubhc 
sector.  The  firm  also  has  clients  are  in  the 
telecommunications  industry  and 
government. 

• Gruppo  S&M,  a privately  owned  company, 
was  founded  in  1978  and  has  more  than 
600  employees.  Its  revenues  for  1992  were 
approximately  $56.5  million. 

In  late  1993,  EDS  Canada  made  an 
investment  in  Toronto-based  software 
developer  Spectrum  Investment  Systems, 
Inc.  as  part  of  a partnership  deal  between 
the  two  firms  that  is  intended  to  provide 
speciahzed  securities  transaction  systems  to 
brokerage  firms  and  other  major  financial 
institutions  in  Canada  and  other  worldwide 
markets. 

In  mid- 1993,  EDS  purchased  BEI  Golembe, 
a leading  financial  industry  firm,  from  BEI 


Holdings,  Ltd.  BEI  Golembe,  with  100 
employees  at  the  time  of  the  acquisition, 
was  headquartered  in  Atlanta  and  had 
operations  in  Europe  as  well  as  the  U.S. 

Employees 

Of  EDS’  80,000  employees,  more  than 
15,000  work  at  locations  outside  the  U.S. 

Key  Products  and  Services 

EDS’  range  of  services  include  the  following: 

• Systems  Management — ^Involves  the 
ongoing  management  and  operation  of 
information  technologj'  components 
(computing,  communications,  applications, 
and/or  data).  It  may  involve  resources 
ranging  from  specialized  systems 
applications  to  the  customer's  entire 
information  technology  function,  including 
facilities  and  personnel. 

- Systems  Operations/Facilities 
Management  (FM) — ^EDS  assumes 
virtually  all  of  the  data  processing  and 
communications  requirements  for  the 
customer  over  a multiyear  term. 
Responsibihties  include  the  design  and 
implementation  of  business  information 
systems,  the  staffing  of  the  data 
processing  functions,  the  development 
and  maintenance  of  necessary  software, 
and  the  operation  of  all  computer 
activities. 

- Processing  Services — ^EDS  provides  data 
processing  services  from  an  EDS  data 
center  billed  on  a predetermined 
minimum  monthly  basis,  usually  based 
on  the  number  of  transactions. 

• Systems  Integration — ^EDS  designs, 
implements,  and  installs  the  appropriate 
combination  of  hardware  and  software 
integrated  into  a total  system  designed  to 
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fulfill  the  customer's  processing  and 
communications  requirements. 

• Systems  Development  (Professional 
Services) — ^EDS  provides  system  design, 
custom/contract  programming,  migration, 
and  joint  development  services  to  meet 
customers'  specific  business  needs  for 
functional  specifications  and  applications. 

• Consulting  (Professional  Services) — ^These 
services  include  the  development, 
refinement,  and  coordination  of  strategies 
to  support  a client's  business  direction, 
impact  business  performance,  and  improve 
operating  results.  Consulting  is  offered  for 
business  planning,  business  process 
design,  technology  strategy  and  planning, 
and  change  management. 

• Product — ^EDS  provides  software  and 
hardware  in  several  areas,  for  example; 
computer-aided  design,  local  government 
management,  cable  TV  information 
management,  and  EDI  services. 

• Process  Management — Outside  the  sphere 
of  information  technology,  EDS  also 
provides  ongoing  responsibihty  for  the 
direction  and  operation  of  one  or  more 
business  processes  within  a client 
organization.  This  includes  resources 
(acquisition,  deployment,  and  use  of 
people,  facilities,  technology,  support 
functions  and  supphes),  integration 
(linking  business  processes)  and 
performance  (accountabihty  of 
performance  measures).  As  a fiscal  agent, 
EDS  is  responsible  for  aU  data  processing 
functions  as  well  as  other  administrative 
duties.  These  duties  may  include 
processing  and  paying  claims  as  well  as 
ensuring  proper  coordination  of  benefits. 


Core  Capabilities 

While  the  SBUs  concentrate  on  their  specific 
industries.  Core  Capabilities  (formerly 
Centers  of  Service)  are  providing  speciahzed 
products  and  services  horizontally  to 
multiple  SBUs.  There  are  currently  three 
Core  Capabilities: 

• Customer  Services  Technologies  enhances 
EDS’  production  by  creating  and  operating 
customer  assistance  centers  for  GM  and 
other  customers,  providing  everything 
from  computer  systems  to  equipment, 
facilities  and  assistance  center  staff. 

• Business  Process  Systems  and  Service 
focuses  on  integrating  business  processes, 
people,  and  technology  to  automate  paper- 
intensive processes  such  as  claims 
processing  and  customer  correspondence. 

• Human  Performance  provides  a range  of 
training  services,  ranging  from  standard 
classes  to  custom-designed  formats  and 
computer-based  training;  as  well  as  HR 
consulting. 

Electronic  Commerce 
Electronic  Commerce  focuses  on  the 
seamless  integration  of  businesses  with  the 
entities  they  do  business  with  (suppliers, 
governments,  financial  institutions  and 
consumers). 

• Three  EDS  Electronic  Commerce  units 
focus  on  consumer  transaction  processing. 
Electronic  Financial  and  Information 
Transaction  (EFIT)  services  and  Card 
Processing  Services  (CPS)  process 
transactions  initiated  through  the  use  of 
ATM/debit  cards,  MasterCard,  VISA,  JCB 
and  private  label  cards.  Interactive 
Transaction  Partners  (ITP)  is  a joint 
venture  between  EDS,  U S WEST  and 
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France  Telecom  to  provide  home  banking 
services  to  consumers. 

• The  fourth  unit — ^Electronic  Commerce 
Services — ^focuses  on  business-to-business 
communications  and  the  integration  of 
technologies,  such  as  electronic  data 
interchange  (EDI),  electronic  funds 
transfer  (EFT),  electronic  catalogs  and 
bulletin  boards. 

A summary  of  EDS’  products  and  services  by 
industry  market  follows: 

Government — Federal 
EDS  provides  systems  management  and 
systems  integration  services  to  federal,  state 
and  local  government  customers. 

Federal  government  contract  examples 
include  the  following: 

• Supplying  PCs,  office  automation  software 
and  accessories  to  the  U.S.  Army,  the 
Department  of  Defense  (DoD)  and  federal 
civilian  agencies.  Under  the  contract 

— called  Personal  Computer- 1 — ^EDS  will 
provide  program  management,  integration 
services,  worldwide  warranty  maintenance 
and  help-desk  services  to  support 
initiative  to  make  commercial  systems  and 
services  available  throughout  the  federal 
government. 

• Providing  advanced  computer  software 
development  and  management  services  to 
more  effectively  support  personnel 
involved  in  enforcing  U.S.  immigration 
pohcy  under  the  U.S.  Immigration  and 
Naturahzation  Service  Information 
Technology  Partner  contract  valued  at 
$300  million. 

• Continued  support  to  DoD  medical 
information  systems  around  the  world  as 
part  of  a $304  million  contract 


(D/SIDDOMS)  with  DoD’s  Office  of  Health 
Affairs.  EDS  will  be  responsible  for 
systems  development,  data  processing, 
communications,  systems  maintenance 
and  implementation  of  medical  systems 
that  range  from  tracking  blood  supphes  for 
U.S.  troops  to  patient-evacuation  systems. 

• An  extended  agreement  with  the  U.S. 
Department  of  Agriculture  to  provide  total 
program  management  services  for  the 
Cotton  Management  System.  EDS  will 
continue  to  provide  systems  maintenance 
and  development,  program  management, 
handling  of  warehouse  receipts  through 
both  conventional  paper  and  newly 
developed  electronic  media,  problem 
resolution  and  special  project  support. 

• A five-year  contract  with  the  U.S.  Air 
Force  under  the  Unified  Local  Area 
Network  Architecture  II  contract  to 
provide  networking  hardware  and 
software  as  well  as  associated  engineering 
and  support  services  to  the  DoD  and  other 
federal  agencies. 

• Providing  systems  management  services 
to  the  Federal  Aviation  Administration, 
the  Small  Business  Administration  and 
the  U.S.  Postal  Service. 

Other  federal  government  chents  include 
the  Customs  Service,  NASA  and  the  IRS. 

Government — State  and  Local 
EDS’  State  and  Local  Government  business 
unit,  headquartered  in  Herndon  (VA), 
provides  consulting,  systems  development, 
systems  integration,  systems  management 
and  process  management  services  to  various 
state  government  agencies  in  27  states  and 
the  District  of  Columbia.  EDS  has  more 
than  100  local  government  customers 
nationwide.  EDS  supports  a range  of  areas, 
from  health  care  and  human  services  to 
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transportation,  justice,  the  environment  and 
electronic  commerce. 

• EDS  currently  provides  Medicaid  claims- 
processing  services  for  17  states  and 
processes  more  than  two-thirds  of  all 
Medicaid  claims  submitted  in  the  U.S. 

EDS  also  supports  states’  managed-care 
initiatives. 

• Medicaid  customers  include  Alabama, 
Arkansas,  Delaware,  Cahfornia, 
Connecticut,  Delaware,  Georgia,  Idaho, 
Indiana,  Kansas,  New  Hampshire,  North 
Carohna,  Pennsylvania,  Rhode  Island, 
Texas,  Vermont  and  Wisconsin. 

EDS  provides  services  to  state  and  local 
government,  schools  (K-12)  and  public  safety 
departments.  Examples  of  systems 
implemented  include  the  following: 

• Medicaid  management  information, 
including  managed  care 

• Automated  fingerprint  identification 

• Automated  law  enforcement,  including 
parking  and  red  light  citation 
management 

• Pubhc  safety  and  justice 

• Electronic  data  interchange 

• Geographic  information  systems 

• Electronic  claims  submission 

• Electronic  benefits  transfer 

• Electronic  eligibihty  verification 

• Motor  vehicle  licensing  and  registration 

• Statewide  accounting 


• School  administration  and  student 
performance  tracking 

• Sports  hcensing 

Recent  contract  examples  include  the 

following: 

• Providing  computing  services  and  products 
to  the  23  agencies  and  departments  of  the 
State  of  Michigan.  EDS  provides 
consulting,  hardware,  software,  training 
and  local-area  network  administration  to 
improve  customer  service,  reduce  IT 
expenses  and  improve  information  sharing 
among  departments. 

• A five-year  contract  to  implement  and 
operate  the  Student  Loan  Management 
System  and  the  State  Grant  and 
Scholarship  System  for  the  Ohio  Student 
Aid  Commission. 

• A two-year  contract  with  the  Texas 
Department  of  Health  to  administer  the 
state’s  insured  Medicaid  program  and  the 
STAR  Health  Plan,  a Medicaid  managed- 
care  pilot.  EDS  will  implement  a range  of 
electronic  commerce  services — from 
electronic  claims  submission  and  on-line 
adjudication  to  electronic  funds  transfer 
and  electronic  mail — among  providers,  the 
state  and  EDS. 

• A management  consulting  contract  with 
the  New  York  Metropolitan  Transit 
Authority  to  plan,  estabhsh  and  review  the 
results  of  a test  facility  for  the  city’s  new 
Fare  Card  System. 

Government — International 

Recent  international  contracts  include  the 

following; 
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• A 10-year,  $1.5  billion  contract  for  systems 
operations  for  the  U.K.’s  tax  agency,  the 
Inland  Revenue. 

• A nine-year  CoSourcing  agreement  with 
the  South  Austrahan  government. 

• Responsibihty  for  the  IT  department  of  the 
Dutch  Rijkswaterstaat  (including  more 
than  200  employees)  and  providing 
consulting,  systems  development, 
maintenance  and  systems  management 
services. 

• A five-year,  large-scale  integration 
contract  to  provide  a Naval  Logistics 
Information  System  to  the  U.K.  Ministry 
of  Defence’s  Naval  Support  Command. 

EDS  win  provide  a fully  integrated 
engineering  and  material  supply 
management  system  for  more  than  12,000 
users  at  more  than  150  sites  ashore  and  on 
ships. 

• A multiyear  agreement  to  provide 
hardware,  software  and  services  for  the 
implementation  of  the  Immigration  Data 
Communication  Network  for  the  Hong 
Kong  Immigration  Department. 

• For  Canada’s  Regional  Municipahty  of 
Metropohtan  Toronto,  EDS  will  migrate 
parking  tag  operations  from  a legacy 
system  to  an  open,  chent/server 
environment  and  will  jointly  market  the 
Metro  Parking  Tag  Management  System 
to  other  jurisdictions  worldwide. 

• In  eastern  Germany,  the  City  of  Cottbus 
transferred  responsibility  for  its  IT 
operation  to  EDS  under  a seven-year 
contract. 

• A five-year  contract  to  provide  Windows 
NT-based  technology  for  the  new 


headquarters  of  the  London 
Underground’s  Engineering  Directorate. 

Banking  and  Finance 

In  addition  to  providing  a full  continuum  of 
services  including  consulting,  systems 
development,  systems  integration,  systems 
management  and  process  management,  EDS 
also  offers  a range  of  industry-specific 
products  and  services  to  financial 
institutions  worldwide.  With  more  than 
5,000  financial  services  customers 
worldwide,  EDS  supports  full-service 
commercial  banks,  money-center  banks, 
consumer  finance  companies,  investment 
bankers,  regional  banks, 
brokerage/securities  firms,  community 
banks,  thrifts,  mortgage  banking  and  real 
estate  financial  services  firms  and  credit 
unions. 

EDS  uses  a range  of  technologies  and 
applications  to  assist  financial  institutions 
in  dehvery,  customer  products  and  business 
management  and  back  office  support. 
Products  and  services  include: 

• Enterprise-wide  customer  information 
systems 

• Loan/credit  origination  and  processing 
systems 

• Branch  automation  apphcations,  including 
voice,  teller  and  platform 

• Item  and  remittance  processing 

• Cross-border  funds  transfer  and  currency 
exchange 

• Consumer  asset  management 

• Consumer  service  technology 

• Desktop  management  services 


Page  16  of  26 


©INPUT  1995  Reprcxjuction  prohibited. 


EDS 
June  1995 


INPUT  Vendor  Profile 


• Business  process  improvement 

EDS  has  a strong  market  presence  as  a 
provider  of  IT  services  to  credit  unions.  It 
currently  processes  information  for  more 
than  1 1 million  credit  union  members  and 
more  than  1,900  credit  unions. 

EDS  also  offers  a range  of  capabilities  in 
electronic  transaction  services  that  support 
the  exchange  of  monetary  value  and 
information.  This  includes  card  processing 
services,  ATM  deployment  and  support,  EDI 
capabilities  and  other  various  interactive 
retail  delivery  mechanisms. 

EDS  is  one  of  the  largest  credit  card 
processors  in  the  U.S.  with  more  than  16 
million  cardholders  representing  350 
financial  institutions  in  support  of  more 
than  300,000  merchant  locations.  EDS  also 
offers  three  types  of  commercial 
cards — ^purchasing,  corporate  and  business. 

EDS  is  the  leading  driver  of  ATMs  in  the 
U.S.  with  a total  of  9,350  ATMs  on-hne.  In 
addition,  EDS’  communication-based 
processing  platform  supports  all  47  ATM 
networks  in  the  U.S.  and  the  Armed  Forces 
Financial  Network  throughout  the  world. 
These  ATMs  currently  support  not  only 
financial  transactions,  but  also  travelers 
checks,  prepaid  phone  cards  and  postage 
stamps. 

A variety  of  interactive  terminals,  including 
POS/electronic  cash  register  authorization 
devices,  PCs,  kiosks  and  telephones  are 
supported,  along  with  development  of  new 
delivery  capabilities.  Home  banking, 
electronic  benefits  transfer,  smart  cards, 
interactive  television  and  commerce  on  the 
Internet  are  all  offered  to  provide  a range  of 
payment  and  transaction  services  in  the 
global  financial  marketplace. 


EDS’  products  and  services  have  been 

enhanced  by  recent  strategic  affiances  and 

acquisitions,  including  the  following: 

• Lakewood — ^This  mortgage  processing 
software  company  expands  EDS’  offerings 
to  the  mortgage  industry.  Its  primary 
product  is  an  open  system,  client/server 
based  software  package  that  runs  on  a 
variety  of  platforms  and  handles  all 
aspects  of  the  mortgage  lending  process. 

• FCI — ^This  management  and  technology 
consulting  organization  focuses  on 
providing  professional  services  to  the 
securities  industry.  Its  industry  expertise 
focuses  on  the  information  systems  and 
operations  departments  of  securities  and 
brokerage  firms. 

• Newtrend — ^EDS  acquired  this 
organization’s  outsourcing  contracts, 
software  products  and  computer  facilities 
to  increase  EDS’  service  offerings  to  the 
financial  services  marketplace.  The 
addition  also  brings  500  banks,  savings 
institutions  and  credit  unions  into  the 
EDS  customer  base. 

• Ampersand — ^This  organization  adds 
branch  automation  software  to  EDS’ 
financial  products  and  services.  The 
primary  product  is  an  open  systems-based 
application  that  can  be  used  by  a variety  of 
financial  institutions. 

• Leinsa — Based  In  Spain,  this  organization 
was  an  IT  subsidiary  of  Banco  Espanol  de 
Credito.  This  acquisition  makes  EDS  one 
of  two  leading  IT  services  companies  in 
Spain’s  financial  sector. 

• Databank — As  one  of  the  largest  IT 
companies  in  New  Zealand,  Databank  has 
significantly  increased  EDS’  presence  in 
the  financial  services  marketplace  in  the 
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Asia/Pacific.  The  company  runs  the 
settlement  system  for  New  Zealand’s 
major  trading  banks,  provides  software 
development  and  support,  as  well  as 
disaster  recovery,  facihties  management 
and  network  planning  services. 

• Inter-Bank  On-Line  System  (IBOS) — ^EDS 
increases  its  cross-border  funds  transfer 
and  currency  exchange  capabilities 
through  this  equity  partnership.  IBOS  is 
an  electronic  system  developed  to  provide 
global,  high-speed,  efficient  cross-border 
banking  services.  Currently,  four  banking 
companies  with  more  than  3,800  locations 
in  France,  Portugal,  Spain  and  the  U.K. 
are  linked  through  IBOS. 

Recent  contract  awards  from  financial 

customers  include  the  following: 

• A distributed-systems  management 
agreement  with  Vanguard  Group,  the 
nation’s  second  largest  mutual  fund 
investment  company.  EDS  will  provide 
desktop  management  services,  including 
account  management,  business  process  re- 
engineering, hardware  and  software 
procurement,  asset  management  and 
software  support. 

• A $350  million  contract  with  American 
Express  Bank  Ltd.  to  provide  computer 
and  information  services  for  the  bank’s 
worldwide  operations,  including 
standardizing  applications  software  and 
migrating  the  bank’s  current  mainframe- 
based  systems  to  a distributed  system 
using  client/server  technologies. 

• A renewed  contract  with  Great  Western 
Bank  (Beverly  Hills,  CA)  to  manage  check 
processing  and  other  back-office  functions 
in  California  and  the  check  processing 
operations  in  Florida. 


• A software  licensing  and  systems 
management  agreement  with  the  Green 
Point  Savings  Bank  (Flushing,  NY)  using 
Newtrend  software  (acquired  by  EDS 
during  1994). 

• Managing  the  operations  for  the  entire 
consumer  lending  function,  including 
indirect  auto  and  direct  consumer  loans 
for  National  Westminster  Bancorp. 

• Providing  card  processing  and  systems 
integration  services  to  First  Union 
Corporation,  the  nation’s  18th  largest 
credit  card  issuer. 

EDS’  global  capabihties  are  reflected  by  its 
most  recent  international  contracts,  which 
include: 

• A 10-year,  check  processing  contract  with 
the  Royal  Bank  of  Scotland. 

• A multiyear,  business  process  re- 
engineering and  enterprise-wide  re- 
engineering contract  with  ASLK  Bank,  the 
second  largest  bank  in  Belgium. 

• A major  chent/server  project,  including  the 
installation  of  up  to  7,000  workstations, 
for  Societe  Generate,  the  third  largest 
bank  in  France. 

• A systems  management  contract  with 
Brazil’s  WestLB  Bank-Banco  Europea  par 
America  Latina. 

• PROSA,  a multibank-owned  credit  card 
and  transaction  processing  company 
located  in  Mexico,  recently  converted  300 
merchants  to  EDS’  point-of-sale  system. 

Retail 

The  Retail  Industry  Division,  part  of  the 
Commercial  Services  SBU,  provides 
business  and  IT  products  and  services  to 


Page  18  of  26 


©INPUT  1995.  Reproduction  prohibited. 


EDS 
June  1995 


INPUT  Vendor  Profile 


more  than  40  customers  worldwide  in 
general  merchandise  stores,  food  stores, 
apparel  and  accessory  stores,  building 
materials  and  garden  supphes,  auto  and 
home  supply  stores,  furniture  and  home 
furnishings,  eating  and  drinking 
establishments  and  other  retail  specialties. 

Contract  examples  include  the  following: 

• A ten-year  CoSourcing  agreement  with 
Kooperativa  Forbundet  (KP),  one  of 
Sweden’s  largest  retail  conglomerates. 

• A seven-year  agreement  with  Myland 
Shoes  of  Japan  to  install  a new 
chent/server-based  retail  system  to 
connect  Myland  stores. 

• A ten-year  agreement  with  Oy  Hartwall 
ab,  a beverage  provider  in  Finland,  to 
provide  computer  operations, 
maintenance,  system  development  and  PC 
local-area  network  management 

Insurance  and  Health  Care 

EDS  provides  a range  of  services  to 
commercial  insurance  companies,  health 
care  organizations  and  managed  care 
groups.  EDS’  health  care  services  touch 
30%  of  the  insured  U.S.  population.  There 
are  more  than  170  customers,  including  66 
Blue  plans  in  NASCO. 

Recent  contract  awards  include  the 
following: 

• A three-month  business  information 
planning  consulting  engagement  to  ahgn 
TlG’s  business  plan  and  information 
technology  plan  to  improve  the  impact  of 
information  technology. 

• A six-month  systems  integration  and 
implementation  agreement  where  EDS 
will  help  Milwaukee  Insurance  improve 


customer  service  response  by  installing  as 
AS/400  version  of  EDS’  Automated  Claims 
System  and  integrating  it  with 
Milwaukee’s  new  policy  system. 

• A five-year  systems  management 
extension  with  Security-Connecticut  Life 
to  mange  day-to-day  information 
technology  operations,  strategic  technology 
planning,  system  enhancements, 
telecommunications  and  local-area 
networks. 

• A new  six-year,  performance-based 
agreement  with  Blue  Shield  of  Cahfornia, 
an  EDS  customer  for  more  than  25  years. 
EDS  and  Blue  Shield  will  jointly  define 
new  health  maintenance  organization 
(HMO)  systems  capabihties  and  priorities 
for  development.  EDS  will  perform  the 
HMO  systems  development  and 
integration  tasks  and  will  be  responsible 
for  managing  the  desktop/server 
environment. 

• A two-year  systems  management  contract 
with  Hartford  Fire  International 
(Germany)  to  provide  mainframe  systems 
support,  help  desk  support  and  on-site 
PC/LAN  support  while  Hartford  migrates 
to  a new  worldwide  chent/server  system. 

• Identifying  and  implementing  information 
architecture,  hardware  and  software 
platforms  to  assist  Care  1st  HealthPlan  (a 
for-profit  managed-care  organization 
servicing  Los  Angeles  County  MediCal)  to 
provide  MediCal  beneficiaries  with 
managed-care  services. 

• Providing  IT  services  to  Italy’s  INA  Group, 
under  a ten-year  systems  management 
agreement  valued  at  $400  million. 

Other  major  health  care/insurance  clients 

include  Blue  Cross  and  Blue  Shield  of 
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Massachusetts,  Omaha  Property  and 
Casualty,  Aetna,  Allstate,  Fremont  Pacific 
Insurance  Group,  Arther  J.  Gallagher  & 
Company,  USAA,  Lamar  Life,  Alexsis, 

Health  Care  COMPARE,  Bradford  National 
Life,  Jackson  National  Life  and  Diversified 
Pharmaceutical  Services. 

Communications 

This  unit  serves  the  telecommunications, 
wireless  communications,  cable, 
entertainment/broadcast  and  publishing 
industries. 

In  addition  to  its  professional  service 
offerings,  EDS  also  offers  expertise  to  the 
communications  industry  in  the  following 
processes: 

• Corporate  management 

• Business  support  systems,  including 
directory/pubhshing,  bdiing  and  records, 
customer  assistance  and  marketing  and 
sales 

• Operations  support  systems,  including 
network  operations,  service  provisioning 
and  network  engineering 

• Advanced  intelligent  networks 

EDS’  strategy  in  the  communications 
industry  is  to  provide  end-to-end 
capabilities;  provide  the  industry  with 
thought  leadership;  lead  and  support 
convergence;  and  address  customer  needs  on 
a local  and  global  basis. 

EDS  has  provided  service  to  the 
telecommunications  industry  for  more  than 
20  years. 

• Its  experience  includes  serving  long 
distance  (interexchange)  carriers  of  all 
sizes;  local  exchange  carriers  (LECs), 


including  all  of  the  Regional  Bell 
Operating  Companies;  independent 
telephone  companies  in  Canada  and  the 
U.S.;  and  an  increasing  number  of  Postal 
Telephone  and  Telegraph  companies 
worldwide. 

• EDS  supphes  services  such  as  consulting, 
systems  management,  local  exchange 
company  outclearing,  operator  service  and 
interexchange  company  bilhng  systems. 

In  the  wireless  communications  industry, 
EDS  offers  systems  development,  systems 
integration,  systems  management  and 
business  process  management  services. 
Industry  expertise  includes  customer 
information  and  billing,  revenue  assurance 
and  dehvery,  seamless  interoperator 
services,  wireless  data  and  advanced 
intelhgent  networks. 

EDS  cable  services  include  systems 
management,  systems  integration,  data 
mining,  billing,  interactive  television,  pay- 
per-view,  telemanagement  and  customer 
service  support  to  countries  where  cable 
technology  is  emerging.  EDS  has  hcensed 
and  installed  more  than  150  cable 
operations,  serving  in  excess  of  2.5  milhon 
subscribers.  EDS-installed  systems  for 
cable  companies  range  from  small,  local 
cable  systems  to  large  multiple  system 
operators  in  Asia,  South  America,  Europe 
and  the  U.S. 

EDS  provides  services  in  many  segments  of 
the  entertainment/broadcast  industry, 
including  content  providers;  advertising; 
amusement  and  theme  parks;  broadcast 
radio  and  television;  games  and  arcades; 
motion  picture  studios,  product,  distribution 
and  exhibition;  music;  events  management 
(World  Cup  1994,  Olympics  1992);  sports; 
ticketing  systems;  theaters;  and  exhibitors. 
EDS’  support  for  these  transaction-intensive 
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industry  segments  ranges  from  providing 
more  traditional  information  technology 
services,  such  as  systems  development, 
systems  management  and  systems 
integration,  to  creating  customized  solutions 
tailored  to  a customer’s  particular  need. 

EDS  assists  publishers  in  the  areas  of  object 
management,  intellectual  property  rights 
management,  interactive  multimedia, 
demand  printing  services,  databases 
(fulfillment  and  marketing),  advertising 
sales  automation  and  customer  business 
performance  improvement. 

In  the  area  of  interactive  multimedia,  EDS 
focuses  on: 

• Providing  information  technology  services 
to  full-service  network  operations 

• Developing  software  that  enables 
information  and  content  to  be  created, 
managed  and  distributed  more  effectively 

• Developing  interactive  service  offerings 

• Using  multimedia  technologies  to  enhance 
business  apphcations. 

Through  its  subsidiary — ^Premisys — ^EDS 
provides  security  alarm  monitoring  services 
directly  to  the  consumer  as  well  as  to  alarm 
protection  companies.  EDS  also  serves  the 
security  industry  with  information 
technology  and  industry-related  process 
management  services. 

Recent  communications  industry-related 
project  examples  include  the  following: 

• A ten-year  agreement  valued  at  more  than 
$550  million  to  implement  and  manage 
EDS’  client/server  cellular  management 
system — EMPOWER — for  Ameritech 
Cellular’s  1.3  milHon  cellular  and  paging 


customers  in  Milwaukee,  Chicago,  St. 
Louis,  Detroit  and  Ohio. 

• A five-year  systems  agreement  with  TKR 
Cable  Company  (Warren,  NJ).  EDS  will 
provide  TKR  with  EDS’  customer 
management  system,  INFOpZus,  network 
management  and  apphcation  and  business 
support  services. 

• A three-year  agreement  with  Dow  & Jones 
& Company  to  jointly  develop  and 
implement  the  Global  News  Management 
System  (GNMS) — an  integrated  news 
management  system  covers  the  news 
gathering  and  story  development  process. 
GNMS  will  replace  Dow  Jones’  existing 
front-end  editorial  systems  that  support 
The  Wall  Street  Journal,  its  international 
editions  and  Barron’s  magazine. 

Other  communications  clients  include 
Southwestern  BeU  Telephone,  Telecom 
Itaha,  Telstra  Corporation  Limited, 
Celumovil,  Compania  de  Telefonos  de  Chile, 
Compania  de  Telefonos  del  Interior,  S.A. 
and  NTT. 

Travel  and  Transportation 

The  Travel  and  Transportation  Group 
provides  IT  services  to  the  global  air 
transport,  travel  and  freight  markets. 

Major  contract  examples  include  the 
following: 

• A ten-year  agreement  with  BTI  Americas, 
Inc.  (North  America’s  third  largest  travel 
management  company)  to  provide 
information  processing,  management  of 
voice  and  data  networks,  outsourcing  of 
certain  travel  agency  operations  and  the 
migration  and  consolidation  of  data 
centers  and  reservation  centers. 
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• A five-year  systems  management 
agreement  with  Kloster  Cruise  Limited 
(the  world’s  third  largest  cruise  company), 
to  provide  a range  of  IT  services,  including 
systems  development,  systems  integration 
and  ongoing  systems  management. 

Kloster  operates  Norwegian  Cruise  Line 
and  Royal  Cruise  Line. 

• A ten-year  systems  management  and 
operations  agreement  with  Sea-Land 
Service,  Inc.  (the  largest  U.S.-flag  ocean 
carrier)  to  centrahze  and  modify  the  global 
container  tracking  system. 

• A ten-year  IT  services  agreement  with 
Continental  Airhnes  to  provide  data 
processing,  systems  development  and 
telecommunications  services. 

• For  Southwest  Airhnes,  developing  a new 
client/server-based  passenger  revenue 
accounting  system,  supplying  related 
hardware  and  providing  system  training. 
The  system  will  be  marketed  by  EDS  to 
other  airhnes  under  the  name  EDS*PRAS. 

Other  major  travel  and  transportation 
chents  include  Lufthansa  Airhnes, 
Hospitality  Franchise  Services,  National 
Interrent,  Schneider  National,  America 
West  Airhnes  and  Virgin  Atlantic  Airhnes. 

Energy /Utilities 

The  Energy/Chemical  Group  provides  IT 
products  and  services  to  petroleum,  natural 
gas,  mining,  chemical  pharmaceutical, 
environment  and  electric  utility  customers. 

Major  contract  examples  include  the 
following. 

• A five-year  cosourcing  agreement  with  ICI 
Films  to  assume  responsibihty  for  ICI 
Films’  U.S.  IT  processes  and  performance. 
EDS  is  also  providing  EDI,  customer 


service  systems  and  chent/server 
integration. 

• A five-year  agreement  supporting 
Pennsylvania  Power  & Light’s  move  to  a 
chent/server,  distributed  computing 
environment.  EDS  will  provide  technical 
services,  desktop  equipment  and 
consulting. 

• A restructured,  12-year  systems 
management  agreement  with  lES 
Industries,  a utility  holding  company 
based  in  Cedar  Rapids  (lA). 

• A ten-year  agreement  with  Washington 
Water  Power  to  provide  data  processing, 
application  development,  system 
maintenance  and  information  center 
support. 

• A five-year  outsourcing  contract  to  handle 
fuel  card  services  for  the  retail  operations 
of  Sheh  UK  Limited. 

Manufacturing 

EDS  provides  a range  of  professional  and 
systems  management  services  to 
manufacturing  and  distribution  companies 
worldwide.  EDS’  expertise  encompasses  a 
range  of  discrete  and  process  manufacturing 
markets,  including  aerospace  and  defense, 
automotive  vehicles  and  components,  high 
technology  products,  food  and  beverage, 
textiles  and  apparel  and  diversified 
products. 

For  the  manufacturing  industry,  EDS  is 
estabhshed  as  a Business  Process  Partner, 
rather  than  an  IT  services  vendor.  EDS 
cohaborates  with  manufacturers  to  improve 
business  processes,  reduce  cost  and  increase 
market  share.  Typical  EDS  value 
propositions  in  manufacturing  include 
compression  of  the  order-to-cash  cycle. 
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increased  speed  to  market  of  new  products, 
improved  product  quality  and  reduced 
product  cost. 

Major  contract  examples  include  the 
following; 

• A 3.2  bilhon  agreement  to  assume 
responsibility  for  most  of  Xerox 
Corporation’s  global  IT  needs,  including 
data  center  operations,  worldwide  voice 
and  data  telecommunications,  desktop 
systems  support  and  designated  business- 
support  appbcations.  EDS  has  awarded  a 
five-year,  -i-$500  million  contract  to  Xerox, 
where  by  Xerox  will  manage 
approximately  100  EDS  high-volume, 
networked  printer  centers  worldwide. 

• Two  ten-year  agreements  with  Moore 
Corporation  Limited.  EDS  will  provide 
overall  IT  support,  including  process 
reengineering,  systems  development  and 
legacy  systems  management.  EDS  is 
outsourcing  its  forms  and  commercial 
printing  requirements  to  Moore  Business 
Forms  & Systems. 

• A ten-year  systems  management  contract 
with  Midland  Steel  Products  to  assume 
responsibihty  for  Midland’s  IT 
infrastructure  and  focus  on  several  key 
initiatives  to  support  an  improved 
communications  and  manufacturing 
process. 

• A contract  with  Birmingham  Steel  Corp.  to 
manage,  develop  and  integrate  enterprise- 
wide systems  to  improve  customer  service, 
accelerate  dehvery  schedules  and  reduce 
the  time  between  customer  order  and 
receipt  of  payment. 

• Providing  desktop  and  network  services  to 
Bechtel  users  in  Bechtel  offices  worldwide 


and  collaborating  with  Bechtel  to  develop 
new  business  opportunities. 

• A ten-year  systems  management 
agreement  with  Plaid  Clothing  Group  to 
provide  data  center  operations, 
telecommunications,  desktop  support  and 
network  management. 

• A ten-year  systems  management 
agreement  with  Hobart  Brothers,  a 
manufacturer  of  welding  products. 

• A ten-year  systems  management  contract 
with  Bell  Packaging  (Dallas)  to  manage 
existing  systems  and  develop  and 
implement  a plan  to  migrate  the  current 
mainframe  systems  to  new  applications  in 
an  open  systems  environment. 

International  manufacturing  contracts 

include  the  following: 

• A ten-year  contract  with  Agroman,  one  of 
Spain’s  largest  construction  companies,  to 
provide  systems  management,  consulting, 
systems  development,  maintenance  and 
user  support  functions. 

• A ten-year  contract  with  EKO  Stahl, 
Germany’s  fifth-largest  producer  of  flat 
steel  products,  for  systems  management 
and  consulting. 

Other  significant  manufacturing  customers 

include  the  following: 

• Europe — General  Sucriere  (France), 
Hartwall  (Finland),  Klockner  Humbolt 
Deutz  (Germany  and  Netherlands),  Saab 
Automobile,  Seimens  Automotive  (France), 
VAW  Aluminum  AG  (Germany) 

• Americas — ^Bethlehem  Steel,  CIADEA 
(Argentina),  Del  Monte  Foods,  Detroit 
Diesel  Corporation,  General  Electric  Do 
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Brazil  Ltda,  Levi  Strauss,  London  Fog, 
Northrop  Grumman  Corporation,  Philips 
Semiconductors,  Textron  Corporation 

• Asia/Pacific — ^Kraft  General  Foods 
International  (Taiwan),  Nippon  Steel 
(Japan),  Sahavariya  Steel  (Japan),  Uncle 
Tohy’s  Foods  (Australia) 

General  Motors 

EDS’  GM  revenue  comes  from  designing, 
installing  and  operating  GM  information 
systems  and  supporting  the  automaker’s 
large  private  digital  communications 
network. 

• EDS  has  developed  a new  pan-European, 
vehicle-order  processing  system  that  is 
being  implemented  throughout  the 
continent.  A successful  pilot  program, 
involving  140  dealers,  already  has  been 
implemented  in  Belgium.  The  system  wdl 
be  extended  to  five  additional  countries 
and  2,300  dealers  in  1995. 

• EDS  has  renewed  a ten-year  partnership 
agreement  with  Saturn  Corporation  to 
provide  integrated  IT  services. 

• For  GM’s  Service  Parts  Operations,  EDS 
continues  to  work  toward  implementing  a 
paperless  environment. 

• EDS  has  implemented  GM’s  North 
American  Operations  Warranty 
Information  Network  System  for 
Oldsmobile,  Buick,  Cadillac  and  Pontiac. 

• EDS  is  supporting  Delco  Electronics’ 
worldwide  reengineering  efforts. 

Data  Centers 

EDS  currently  operates  18  Information 
Processing  Centers  (IPCs)  worldwide.  There 
are  four  IPCs  in  Plano  (TX).  Other  IPC 
locations  include  Sacramento  (CA),  Camp 


Hill  (PA),  Auburn  Hills  (MI),  Charlotte 
(NC),  Dayton  (OH),  Herndon  (VA),  Las 
Cohnas  (TX),  Oshawa  (Canada),  Paris 
(France),  Stockley  Park  (England),  Zaragoza 
(Spain),  Russelsheim  (Germany)  and 
Spijkenisse  (Netherlands). 

EDS’  Information  Management  Center 
(IMC)  in  Plano  is  a network  command  site 
responsible  for  managing  EDS*NET,  EDS’ 
private  digital  network  that  manages  the 
telecommunications  needs  of  EDS’  IPCs. 
Through  EDS*NET,  more  than  1.1  billion 
transactions  are  processed  each  month. 

Marketing  and  Sales 

EDS  markets  its  services  through  a direct 
sales  force  that  is  aligned  by  vertical 
industry.  In  addition,  there  are  is  a 
separate  SSU  sales  force  to  sell  horizontal 
products/services  through  and  in 
conjunction  with  the  vertical  sales  forces. 

Alliances 

EDS  has  various  ongoing  relationships  with 
more  than  7,000  vendors  worldwide, 
including  the  following; 

• In  December  1994,  EDS  announced  an 
alhance  with  SmithKhne  Beecham’s 
Chnical  Laboratory  to  provide  electronic 
commerce  services,  laboratory  reference 
services  and  information  storage  and 
analysis  capabihties  to  consolidated 
hospitals,  integrated  dehvery 
organizations  and  medical  managed  care 
partnerships. 

• Also  during  1994,  EDS  formed  a strategic 
alliance  with  Dun  & Bradstreet 
Healthcare  Information  to  provide 
information  on  medical  treatment 
protocols  and  outcomes  collected  from 
pubhc  and  private  resources  nationwide. 
The  new  service,  which  will  be  marketed 
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under  the  brand  name  COMPLETE,  will 
compare  health  care  institutions  and 
providers  with  competitors  or  national 
norms,  creating  information  that  can  be 
used  to  improve  quality  of  care  and 
enhance  cost-control  decisions. 

• In  May  1994,  EDS  and  Computer 
Associates  (CA)  announced  a 12-year 
agreement,  with  options  for  renewal, 
whereby  EDS  will  have  broad  and  flexible 
use  of  all  current  and  future  CA  products 
for  both  itself  and  its  existing  and  future 
customers  throughout  the  world. 

• EDS  has  joined  with  American  Express 
Travelers  Cheques  Group  and  Diebold  to 
enable  consumers  to  purchase  American 
Express  Travelers  Cheques  at  ATMs. 

• In  early  1994,  EDS  became  an  equity 
partner  in  Inter-Bank  On-Line  System 
Ltd.  (IBOS)  with  Banco  Santander  of 
Spain  and  The  Royal  Bank  of  Scotland. 
IBOS  is  an  electronic  system  developed  to 
provide  high-speed,  efficient  cross-border 
banking  services  in  Europe.  Currently,  six 
banking  companies  with  more  than  3,800 
locations  in  the  U.K.,  Spain,  France, 
Belgium  and  Portugal  are  linked  through 
IBOS.  The  on-line  system  will  be 
expanded  into  an  international  network. 

• In  late  1993,  EDS,  Hooper  Holmes  and 
Home  Office  Reference  Laboratory  formed 
a strategic  business  alliance  to  establish 
an  electronic  underwriting  information 
network  for  the  life  and  health  insurance 
industry. 

• In  late  1993,  EDS,  France  Telecom 
Intelmatique  and  U S WEST  Marketing 
Resources  formed  Interactive  Transaction 
Partners  (ITP),  to  deliver  and  market 
interactive,  financial  and  information 
transaction  services  to  financial 


institutions,  retailers  and  major  billers, 
who,  in  turn  remarket  the  services  to 
consumers  under  their  own  private  labels. 
Initial  services  include  home  banking,  bill 
payment  and  bill  presentment. 

Some  of  EDS’  other  joint  ventures,  joint 
development  and  other  agreements  include: 

• Joint  Ventures — ^Amdahl,  Sony,  Hughes 
Aircraft,  3Com,  Compaq,  Orion,  Pritzker, 
Ohvetti,  Beijing  Municipal  Government, 
Telefonica,  China  Management  System, 
Lucky-Goldstar,  CAMI  Automotive,  STM 
(Korea),  Hitachi  Data  Systems  Holding 
Corp,  Apple  Computer  and  Emperion 

• Joint  Development — ^AT&T,  IBM,  Sun 
Microsystems,  France  Telecom  and 
CAD  AM 

• Agreements — Hewlett-Packard, 
Intergraph,  CGI  Systems,  Apple 
Computer,  Silicon  Graphics 

EDS  has  become  a sponsoring  member  of 
CommerceNet,  a consortium  of  government 
agencies,  educational  institutions  and 
leading  companies  working  in  concert  to 
facilitate  business-to-business  commerce  on 
the  Internet. 

Competitors 

Major  competitors  of  EDS  by  product/service 
area  include  the  following; 

• Insurance  claims  processing — Computer 
Sciences  Corporation  (CSC),  Pohcy 
Management  Systems  and  Unisys 

• Government  systems — CSC,  Martin 
Marietta,  PRC  and  Boeing  Information 
Services 

• Banking  and  finance  — Andersen 
Consulting,  BISYS,  Fiserv  and  IBM  ISSC 
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• Manufacturing — IBM  ISSC,  Computer 
Sciences  Corporation,  Andersen 
Consulting 

• Systems  integration — ^Andersen 
Consulting,  Unisys,  IBM 

• Systems  operations — Andersen 
Consulting,  Computer  Sciences 
Corporation,  IBM  ISSC,  CAP  GEMINI 

• Systems  development/consulting — 
Andersen  Consulting 

Assessment 

EDS’  major  strengths  include: 

• Managing  complexity 

• Consistent  global  infrastructure 

• Industry  knowledge  in  more  than  20 
discrete  industries 

• Leveraging  best  practices 

Challenges  over  the  coming  year  include: 

• Managing  rapid  global  growth 

• Increasing  market  awareness  of  EDS’ 
depth  and  breadth 
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Total  Revenue: 
Fiscal  Year  End: 


Michael  D.  Dunham 
Private  Corporation 


1 2000  West  Park  Place 
Milwaukee,  Wl  53224 
Phone:  (414)359-9800 
Fax:  (414)359-9011 


350 

$27,000,000 

11/30/92 


Key  Points 


Effective  Management  Systems  (EMS)  provides  turnkey  systems  and 
associated  support  services  to  manufacturers  and  distributors. 

EMS  is  most  active  in  the  discrete  manufacturing  market,  with 
extensive  experience  working  with  automotive  suppliers,  job  shops, 
capital  equipment  builders,  and  to-order  and  mixed-mode 
manufacturers. 

EMS  management  believes  that  the  key  to  competing  in  the  1990s  is 
a strong  business  and  software  orientation  focused  on  time. 

EMS'  mission  is  to  achieve  client  business  results--competitiveness, 
profitability,  and  growth-by  applying  realtime  information 
technology  that  links  everyone  to  everyone  else.  This  allows 
businesses  to  empower,  trust,  and  authorize  realtime  decision 
making.  ^ 

In  April  1992,  EMS  introduced  its  Enterprise  Management 
Systems™,  a new  generation  of  manufacturing  and  distribution 
systems  supporting  open  environments.  In  addition  to  DEC 
platforms,  EMS'  systems  are  now  available  for  a variety  of  UNIX- 
based  server  platforms,  and  support  various  client  platforms  and 
networks. 
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Description 

EMS,  founded  in  1978,  markets  and  support^  a range  of  turnkey 
systems  to  discrete  manufacturers  and  distdbutors.  The  company 
currently  has  over  700  installations  of  these  systems  worldwide, 
representing  16,000  seats  (users)  and  7,000  EMS  modules  installed. 

• EMS  also  provides  business  and  executive-level  consulting,  project 
and  account  management,  education  and  training,  andjongoing 
support  services. 

• EMS'  systems  are  available  for  a wide  variety  of  computer  systems, 
including  DEC,  Intel-based  486,  Hewlett-Packard,  and  IBM- 
compatible  systems  running  under  a variety  of  operating  .^sterns 
including  VMS,  Alpha- VMS,  SCO-UNK,  HP/UX,  Wihdbws/NT, 
and  OSF/1. 

During  1992,  EMS  completed  repayment  of  the  venture  capital 
investment  originally  received  in  1986  from  Wind  Point  Partners,  Inc. 
and  Wisconsin  Venture  Capital  Fund.  - . .~un 

• The  funding  was  used  to  establish  a network  of  joint  veiitilres  with 
entrepreneurs  and  small  start-up  companies  in  various  locations 
around  the  U.S.  for  the  distribution  oPEMS'  products.  )uii 

• EMS  is  currently  privately  owned  by  oentain  EMS  managament. 

EMS  is  currently  organized  into  the  folloviang  operating  utiits  in 
addition  to  its  joint  venture  relationships,  v 

• EMS"Central  Region  (corporate),  EMS-Central/Fox;Vi^ley 
(Green  Bay,  WI),  EMS-Eastern  Region  (Foxborough,  .MA),  EMS- 
East/NJ  (Ringwood,  NJ),  EMS--East/PA  (Huntington,  FA),  EMS-- 
Illinois  (Naperville,  IL),  EMS-Michigan  (Novi,  MI),  EMS-- 
Southwest  Region  (Irving,  TX),  EMS^^West  (Irvine,  CA),  and  EMS- 
Asia  Pacific,  Ltd  (Hong  Kong)  market  and  support  turnkey  business 
and  operational  (plant)  systems  for  manufacturers.  .o  u 

• EMS  also  has  a separate  affiliated  company,  EMS  SolutiiMS,  Inc., 
that  provides  turnkey  systems  for  business  management  to  food 
services,  office  coffee,  food  distribution,  and  vending  company 
operators.  EMS  Solutions'  financials  ire  not  reported  with  those  of 
EMS. 

Financials 

EMS'  fiscal  1992-revenue  reached  $27  million,  a 12%  increlai'e  over 
fiscal  1991  revenue  of  $24  million.  A five-year  revenue  sumrriary 
follows: 
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EFFECTIVE  MANAGEMENT  SYSTEMS,  INC. 
FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

11/92 

11/91 

11/90 

11/89 

11/88 

Revenue 

• Percent  increase 

$27.0 

$24.0 

$21.0 

$19.0 

$15.0 

from  previous  year 

12% 

14% 

11% 

27% 

25% 

Employees  As  of  November  30, 1992,  EMS  had  approximately  350  employees. 

Approximately  320  employees  are  in  the  U.S.  and  the  remainder  at 
various  international  locations. 


Competitors  EMS  competitors  include  ASK  Computer  Systems,  Pilot  Data  Services, 

Consilium,  and  System  Software  Associates. 


Key  Products  and  Approximately  60%  of  EMS'  fiscal  1992  revenue  was  derived  from 
Services  turnkey  systems,  10%  from  software-only  sales,  and  30%  from 

customization,  consulting,  and  education  and  training  professional 
services.  Fiscal  1992  revenue  is  further  segmented  as  follows: 


Turnkey  systems 

- Hardware 

20% 

- Software 

30% 

- Customer  support 

10% 

60% 

Software-only  sales 

10% 

Professional  services 

- Customization 

10% 

- Consulting 

10% 

- Education  and  training 

10% 

30% 

Total 

100% 

EMS'  Time  Critical  Manufacturing™  - Enterprise  Management  System 
(TCM-EMS™),  introduced  in  April  1992,  is  an  enterprise-wide 
solution  with  an  execution  time  focus  for  manufacturers  who  typically 
do  business  domestically  and  across  borders. 
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• TCM-EMS  is  targeted  to  to-order  manufacturers,  mixed-mode 
manufacturers,  job  shops,  EDI  users,  automotive  suppliers  (2nd  and 
3rd  tier),  and  capital  equipment  manufacturers. 

• TCM-EMS  supports  customer  order  processing,  sales  history, 
booking  history,  configurator,  EDI,  inventory  management,  material 
history,  MRP,  master  production  scheduling,  matrix  bills  of  material, 
routings,  and  estimating. 

• The  system  can  also  incorporate  data  collection,  job  costing,  and 
standard  costing. 

• Available  software  modules  include: 

- Customer  Order  Processing 

- Sales  History  and  Bookings  History 
Electronic  Data  Interchange 

- Material  Requirements  Plaiming 

- Master  Production  Scheduling 

- Inventory  Management 

- Engineered  Product  Configurator 

- Material  History 

- Shop  Floor  Control 

- Capacity  Requirements  Planning 

- Scheduling 

- Labor  History 

- Job  Costing 

- Estimating 

- Factory  Data  Collection 

- Bill  of  Materials 

- Standard  Routings 

- Standard  Costing 

- General  Ledger 

- Accounts  Receivable 

- Property  and  Depreciation 

- Purchasing  History 

- Accounts  Payable 

- Payroll 

- Spreadsheet,  word  processing,  and  electronic 
messaging  capabilities 

• TCM-EMS  modules  range  in  price  from  $1,500  to  $4,500,  depending 
on  the  hardware  platform  and  number  of  users  licensed.  The 
average  complete  system  price  is  $45,000  (software  only). 

Time  Critical  Manufacturing  - Shop  Floor  Information  System  (TCM- 
SFIS™),  a subset  of  TCM-EMS,  is  an  integrated  shop  floor  control 
solution  for  manufacturers. 
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• TCM-SFIS,  available  as  a separate  system,  is  targeted  to 
manufacturers  who  wish  to  integrate  an  established,  complex  system, 
desire  a rapid  changeover,  are  "time  critical  aware"  and  typically  do 
business  internationally. 

• TCM-SFIS  provides  real-time  information  for  operations 
management  and  provides  capacity  planning,  scheduling,  and  real- 
time dispatching  to  compress  queue  times. 

Time  Critical  Distribution  - Enterprise  Management  System  (TCD- 
EMS™),  introduced  in  1992,  is  a distribution  management  system 
targeted  to  distributors  and  manufacturers  that  distribute  their  own 
and/or  other  related  products. 

• Software  modules  include: 

- Distribution  Customer  Order  Processing 

- Sales  History  and  Booking  History 

- Kitting  (Bill  of  Materials) 

- Distribution  Inventory  Management 

- Inventory  Kardex  System 

- Purchase  Order  and  Receiving 

- Purchasing  History 

- Property  and  Depreciation 

- General  Ledger 

- Accounts  Receivable 

- Accounts  Payable 

- Payroll 

- Word  processing,  spreadsheet,  graphics,  and  electronic 
mail  applications 

• TCD-EMS  modules  range  in  price  from  $1,500  to  $15,000, 
depending  on  the  hardware  platform  and  number  of  users  licensed. 
Most  TCD-EMS  systems  are  sold  as  part  of  TCM-EMS  systems. 

EMS'  turnkey  systems  support  the  following  open  environments: 

• Server  Platforms:  DEC  Open  VMS  (Alpha,  VAX),  Intel  SCO- 
UNIX  (80X86,  Pentium),  IBM  AIX  (RS6000),  HP-UX  (9000) 

• Client  Platforms:  MS  Windows,  X-Windows,  MS-DOS,  VT 
Character  Terms,  Open  Desktop,  OS/2,  Macintosh 

• Client  Networks:  TCP/IP,  DECNET-Ethemet,  Pathworks,  Novell, 
LAN  Manager,  Token  Ring 


May  1993 


Copyright  1993  by  INPUT.  Reproduction  Prohibited. 


Page  5 of  7 


EFFECTIVE  MANAGEMENT  SYSTEMS,  INC. 


INPUT 


Industry  Markets 


Clients 


Geographic 

Markets 


' Synergy  ADE  capabilities:  4GL  and  3GL,  client/server,  inquiry 
generator,  forms  generator,  report  writer,  imaging,  relational 
dictionary,  class  dictionary,  and  graphical  user  interface 

Professional  services  provided  by  EMS  include  customization  of  EMS 

software,  project  and  account  management,  consulting,  and  training. 

• Hotline  telephone  support  is  provided  during  business  hours. 

• EMS  offers  a series  of  training  seminars  at  its  training  center  in 
Milwaukee,  at  its  affiliate  offices,  or  at  client  sites.  The  seminars 
address  the  implementation,  features,  and  functions  of  EMS 
software  products,  as  well  as  training  on  certain  word  processing  and 
data  management  applications  that  interface  with  EMS  turnkey 
systems. 


One  hundred  percent  of  EMS'  fiscal  1992  revenue  was  derived  from  the 
discrete  manufacturing  industry. 


EMS  clients  include  Amcast  Corporation,  Aqua-Chem,  Applied  Power, 
Blistex,  Dana  Corporation,  DEC,  Danfoss,  Elco  Corporation, 
Fleetguard,  Hershey,  Illinois  Tool  Works,  Kohler,  Marathon  Electric, 
Marmon  Group,  McDermott,  Oak  Industries,  Rexnord  Corporation, 
Riley  Stoker  Corp.,  Standex,  Textron  Corp.,  Torrington  Corp.,  W.R, 
Grace  Corporation,  and  Western  Publishing. 


It  is  estimated  that  over  95%  of  EMS'  fiscal  1992  revenue  was  derived 
from  the  U.S.  and  5%  from  international  sources. 

EMS  currently  has  25  offices  and  joint  ventures/affiliates  in  25 
locations  throughout  the  U.S.,  Asia,  and  the  Pacific  Rim. 

• EMS  retains  an  interest  in  their  operations,  receiving  a percentage 
of  their  sales. 

• In  turn,  EMS  provides  corporate  services  such  as  on-line  telephone 
assistance,  training,  consulting,  and  project  management  support 
services. 

• In  some  instance,  EMS  also  provides  marketing  services  for  its 
affiliate  offices. 
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Computer 
Hardware  and 
Software 


EMS  has  various  DEC,  HP,  and  IBM  computers  installed  at  its  data 
center  in  Milwaukee  for  product  development  and  customer  support. 
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COMPANY  PROFILE 


EFFECTIVE  MANAGEMENT  Michael  D.  Dunham,  President 

SYSTEMS,  INC.  Private  Corporation 

12000  West  Park  Place  Total  Employees:  170  (11  /89) 

Milwaukee,  Wl  53224  Total  Revenue,  Fiscal  Year  End 


(414)  359-9800 

11/30/89:  $21,000,000 

The  Company 

Effective  Management  Systems,  Inc.  (EMS)  markets  and  supports 
DEC-based  turnkey  systems  and  provides  consulting,  project 
management,  and  education  and  training  professional  services 
primarily  to  repetitive  and  job  shop  manufacturers  and 
distributors,  including  vending  and  food  services  companies.  EMS 
is  a DEC  Systems  Cooperative  Marketing  Partner  (SCMP). 

• EMS  was  founded  in  1978  and  by  year-end  the  company  had 
five  customers  and  $100,000  in  sales. 

• During  1986,  EMS  received  $1.5  million  in  venture  capital  from 
Wind  Point  Partners  Inc.  and  Wisconsin  Venture  Capital  Fund. 

- The  funding  was  used  to  establish  a network  of  joint  ventures 
with  entrepreneurs  and  small  start-up  companies  in  various 
locations  around  the  U.S.  for  the  distribution  of  EMS' 
products. 

- EMS  currently  has  12  joint  venture  partners  in  12  states. 
EMS  retains  an  interest  in  their  operations,  receiving  a 
percentage  of  their  sales.  In  turn,  EMS  provides  corporate 
services,  such  as  on-line  telephone  assistance;  training, 
consulting,  and  project  management  support  services;  and 
marketing  from  its  Wisconsin  headquarters. 

- The  company  currently  has  over  500  installations  of  its 
systems  nationwide. 

Fiscal  1989  revenue  reached  approximately  $21  million,  a 40% 
increase  over  fiscal  1988  revenue  of  $15  million.  A five-year 
revenue  summary  follows: 
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EFFECTIVE  MANAGEMENT  SYSTEMS,  INC. 
FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

11/89 

11/88 

11/87 

11/86 

11/85 

Revenue 

• Percent  increase 

$21.0 

$15.0 

$12.0 

$10.0 

$6.5 

from  previous  year 

40% 

25% 

20% 

54% 

38% 

EMS  management  attributes  the  company's  growth  to  its  vertical 
market  focus  and  product  quality. 

EMS  is  currently  organized  into  the  following  operating  units  in 
addition  to  its  joint  venture  relationships. 

• Effective  Management  Systems,  Inc.,  EMS-Illinois,  Inc.,  EMS- 
Michigan,  Inc.,  and  EMS-Ohio,  Inc.  market  and  support 
turnkey  business  and  operational  (plant)  systems  for 
manufacturers. 

• EMS  Vending  Systems,  Inc.  provides  turnkey  systems  for 
business  management  to  food  services,  office  coffee,  food 
distribution,  and  vending  company  operators. 

As  of  November  30,  1989,  EMS  had  approximately  170  employees, 
segmented  as  follows: 


Marketing/sales 

25 

Research  and  development 

12 

Customer  support 

38 

Training 

6 

Other  professional  services 

56 

Computer  operations 

8 

General  and  administrative 

25 

170 

EMS  competitors  include  ASK  Computer  Systems,  Pilot  Data 
Services,  and  System  Software  Associates. 


Key  Products  and  Approximately  60%  of  EMS'  fiscal  1989  revenue  was  derived  from 
Services  turnkey  systems,  10%  from  software  only  sales,  and  30%  from 

customization,  consulting,  and  education  and  training  professional 
services.  Fiscal  1989  revenue  is  further  segmented  as  follows: 
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Turnkey  systems 

- Hardware 

20% 

- Software 

30% 

- Customer  support 

10% 

60% 

Software  only  sales 

10% 

Professional  services 

- Customization 

10% 

- Consulting 

10% 

- Education  and  training 

10% 

30% 

Total 

100% 

EMS  turnkey  systems  are  targeted  to  job  shop  and  repetitive 
manufacturers  and  distributors.  The  systems  are  designed  to  run 
on  the  DEC  VAX  family  of  computers  and  generally  include 
multiterminal  computers  and  networks  of  computers.  Software 
modules  are  available  for  operational,  production,  and  financial 
management  applications. 

• The  EMS  Manufacturing  System  is  targeted  to  plants  and 
facilities  that  range  from  30  to  1,000  employees  and  annual 
sales  volume  of  $3  million  to  $100  million. 

- Available  software  modules  include: 

• Customer  Order  Processing 

• Sales  History  and  Bookings  History 

• Electronic  Data  Interchange 

• Material  Requirements  Planning 

• Master  Production  Scheduling 

• Inventory  Management 

• Material  History 

• Shop  Floor  Control 

• Capacity  Requirements  Planning 

• Scheduling 

• Labor  History 

• Job  Costing 

• Estimating 

• Factory  Data  Collection 

• Bill  of  Materials 

• Standard  Routings 

• Standard  Costing 

• General  Ledger 

• Accounts  Receivable 
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• Property  and  Depreciation 

• Purchasing  History 

• Accounts  Payable 

• Payroll 

• Spreadsheet,  word  processing,  and  electronic 
messaging  capabilities 

- EMS  Manufacturing  System  modules  range  in  price  from 
$1,500  to  $4,500,  depending  on  the  hardware  platform  and 
number  of  users  licensed.  The  average  complete  system 
price  is  $45,000  (software  only).  There  are  currently  over 
410  systems  installed. 

• The  EMS  Distribution  System  is  targeted  to  distributors  with 
over  three  employees  and  annual  sales  of  over  $5  million. 

- Software  modules  include: 

• Distribution  Customer  Order  Processing 

• Sales  History  and  Booking  History 

• Kitting  (Bill  of  Materials) 

• Distribution  Inventory  Management 

• Inventory  Kardex  System 

• Purchase  Order  and  Receiving 

• Purchasing  History 

• Property  and  Depreciation 

• General  Ledger 

• Accounts  Receivable 

• Accounts  Payable 

• Payroll 

• Word  processing,  spreadsheet,  graphics,  and  electronic 
mail  applications 

- EMS  Distribution  Systems  modules  range  in  price  from 
$1,500  to  $4,500,  depending  on  the  hardware  platform  and 
number  of  users  licensed.  Most  EMS  Distribution  Systems 
are  sold  as  part  of  EMS  Manufacturing  Systems.  There  are 
currently  over  100  systems  installed. 

EMS  also  offers  specialized  turnkey  systems  based  on  DEC  or 
Compaq  computers  for  vending,  food  service,  office  coffee,  music, 
and  games  operators. 

• A complete  Vending  Operations  Control  System  consists  of 
several  independent  and  separately  priced  subsystems, 
including: 

- Base  Vending 
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- Profitability  Analysis 

- ROI  History 

Route  and  Machine  Service  Analysis 

- Food  Preference  Analysis 

- Food  Labels 

- Machine  and  Vehicle  Maintenance 

- Music  and  Games 

- Sales  History 

- Office  Coffee  Management 

• Prices  are  based  on  the  hardware  and  applications  selected  and 
the  number  of  users  licensed. 

• There  are  currently  approximately  200  systems  installed. 

Professional  services  provided  by  EMS  include  customization  of 
EMS  software,  project  management,  consulting,  and  training. 

• Hotline  telephone  support  is  provided  during  business  hours. 

• EMS  offers  a series  of  training  seminars  at  its  training  center  in 
Milwaukee,  at  its  affiliate  offices,  or  at  client  sites.  The 
seminars  address  the  implementation,  features,  and  functions  of 
EMS  software  products,  as  well  as  training  on  certain  word 
processing  and  data  management  applications  that  interface 
with  EMS  turnkey  systems. 

Industry  Markets 

Approximately  90%  of  EMS'  fiscal  1989  revenue  was  derived  from 
the  discrete  manufacturing  industry  and  10%  from  the  distribution 
industry. 

EMS  clients  include  Auto-trol,  DEC,  Union  Tank  Car,  Airmold  (a 
division  of  WR  Grace),  TEC  Systems  (a  division  of  WR  Grace), 
Gibson  Greetings,  Corner  Manufacturing,  Vernay  Labs,  and 
Pfauter-Maag. 

Geographic 

Markets 

Approximately  98%  of  EMS'  fiscal  1989  revenue  was  derived  from 
the  U.S.  and  2%  from  Canada. 

EMS  currently  has  12  joint  ventures/affiliates  in  12  states  that 
market  EMS  sytems. 

EMS  has  clients  in  41  U.S.  states,  with  the  majority  of  its  clients 
located  in  the  Midwest. 

Canadian  clients  are  located  primarily  in  the  province  of  Ontario. 
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Computer 
Hardware  and 
Software 


EMS  has  the  following  computers  installed  at  its  data  center  in 
Milwaukee  for  product  development  and  customer  support: 


• 2 DEC  Micro  VAX  IIs,  VMS 

• 2 DEC  Micro VAX-2000S,  VMS 

• 1 VAXstation-2000,  VMS 

• 6 VAXstation-3100s,  VMS 

• 1 VAXstation-3500,  VMS 

• 1 Micro  VAX  3500,  VMS 

• 1 Micro  VAX  3300,  VMS 

• 1 VAXServer-3300,  VMS 

• 1 DEC  PDF- 11/83 

• 2DECPDP-11/73S 
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COMPANY  PROFILE 


EFFECTIVE  MANAGEMENT 
SYSTEMS,  INC. 

1 2000  West  Park  Place 
Milwaukee,  Wl  53224 
(414)  359-9800 


Michael  D.  Dunham,  President 
Private  Corporation 
Total  Employees:  130  (11  /88) 
Total  Revenue,  Fiscal  Year  End 
11/30/88:  $15,000,000 


The  Company  Effective  Management  Systems,  Inc.  (EMS)  markets  and  supports 

DEC-based  turnkey  systems  and  provides  consulting,  project 
management,  and  education  and  training  professional  services 
primarily  to  repetitive  and  job  shop  manufacturers  and 
distributors,  including  vending  and  food  services  companies.  EMS 
is  a DEC  Systems  Cooperative  Marketing  Partner  (SCMP). 

• EMS  was  founded  in  1978  and  by  year-end  the  company  had 
five  customers  and  $100,000  in  sales. 

• During  1986,  EMS  received  $1.5  million  in  venture  capital  from 
Wind  Point  Partners  Inc.  and  Wisconsin  Venture  Capital  Fund. 

- The  funding  was  used  to  establish  a network  of  joint  ventures 
with  entrepreneurs  and  small  start-up  companies  in  various 
locations  around  the  U.S.  for  the  distribution  of  EMS' 
products. 

- EMS  currently  has  13  joint  venture  partners  in  13  states. 

EMS  retains  an  interest  in  their  operations,  receiving  a 
percentage  of  their  sales.  In  turn,  EMS  provides  corporate 
services,  such  as  on-line  telephone  assistance;  training, 
consulting,  and  project  management  support  services;  and 
marketing  from  its  Wisconsin  headquarters. 

- The  company  currently  has  over  500  installations  of  its 
systems  nationwide. 

Fiscal  1988  revenue  reached  approximately  $15  million,  a 25% 
increase  over  fiscal  1987  revenue  of  $12  million.  A five-year 
revenue  summary  follows: 


June  1989 
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EFFECTIVE  MANAGEMENT  SYSTEMS,  INC. 
FIVE-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

11/88 

11/87 

11/86 

11/85 

11/84 

Revenue 

• Percent  increase 

$15.0 

$12.0 

$10.0 

$6.5 

$4.7 

from  previous  year 

25% 

20% 

54% 

38% 

N/A 

EMS  management  attributes  the  company's  growth  to  its  vertical 

market  focus  and  product  quality. 

EMS  is  currently  organized  into  five  operating  units  in  addition  to 

its  joint  venture  relationships. 

• Effective  Management  Systems,  Inc.,  EMS-Wisconsin,  Inc., 
EMS-Illinois,  Inc.,  and  EMS-Michigan,  Inc.  market  and  support 
turnkey  business  and  operational  (plant)  systems  for 
manufacturers. 

• EMS  Vending  provides  turnkey  systems  for  business 
management  to  food  services,  office  coffee,  and  vending 
company  operators. 

As  of  November  30,  1988,  EMS  had  approximately  130  employees. 

The  company  currently  has  150  employees,  segmented  as  follows: 


Marketing/sales  20 

Research  and  development  10 

Customer  support  35 

Training  6 

Other  professional  services  49 

Computer  operations  5 

General  and  administrative  25 


150 


EMS  competitors  include  ASK  Computer  Systems,  Pilot  Data 
Services,  and  System  Software  Associates. 


Key  Products  and  Approximately  60%  of  EMS'  fiscal  1988  revenue  was  derived  from 
Services  turnkey  systems,  10%  from  software  only  sales,  and  30%  from 

customization,  consulting,  and  education  and  training  professional 
services.  Fiscal  1988  revenue  is  further  segmented  as  follows: 
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Turnkey  systems 

- Hardware 

20% 

- Software 

30% 

- Customer  support 

10% 

60% 

Software  only  sales 

10% 

Professional  services 

- Customization 

10% 

- Consulting 

10% 

- Education  and  training 

10% 

30% 

Total 

100% 

EMS  turnkey  systems  are  targeted  to  job  shop  and  repetitive 
manufacturers  and  wholesale  distributors.  The  systems  are 
designed  to  run  on  the  DEC  VAX  family  of  computers  and 
generally  include  multiterminal  computers  and  networks  of 
computers.  Software  modules  are  available  for  operational  and 
financial  management  applications. 

• The  EMS  Manufacturing  System  is  targeted  to  plants  and 
facilities  that  range  from  30  to  1,000  employees  and  annual 
sales  volume  of  $3  million  to  $100  million. 

- Available  software  modules  include: 

• Customer  Order  Processing 

• Sales  History  and  Booking  History 

• Electronic  Data  Interchange 

• Material  Requirements  Planning 

• Master  Production  Scheduling 

• Inventory  Management 

• Inventory  Kardex  System 

• Shop  Floor  Control 

• Capacity  Requirements  Planning 

• Scheduling 

• Labor  Performance  Reporting 

• Job  Costing 

• Estimating 

• Shop  Floor  Data  Collection 

• Bill  of  Materials 

• Manufacturing  Routings 

• Standard  Product  Costing 

• General  Ledger 

• Accounts  Receivable 
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• Accounts  Payable 

• ' Payroll 

• Spreadsheet,  word  processing,  and  electronic 
messaging  capabilities 

- EMS  Manufacturing  System  modules  range  in  price  from 
$1,500  to  $4,500,  depending  on  the  hardware  platform  and 
number  of  users  licensed.  The  average  complete  system 
price  is  $30,000  (software  only).  There  are  currently  over 
380  systems  installed. 

• The  EMS  Distribution  System  is  targeted  to  distributors  with 
over  three  employees  and  annual  sales  of  over  $5  million. 

- Software  modules  include: 

• Distribution  Customer  Order  Processing 

• Sales  History  and  Booking  History 

• Kitting  (Bill  of  Materials) 

• Distribution  Inventory  Management 

• Inventory  Kardex  System 

• Purchase  Order  and  Receiving 

• Purchasing  History 

• Property  and  Depreciation 

• General  Ledger 

• Accounts  Receivable 

• Accounts  Payable 

• Payroll 

• Word  processing,  spreadsheet,  graphics,  and  electronic 
mail  applications 

- EMS  Distribution  Systems  modules  range  in  price  from 
$1,500  to  $4,500,  depending  on  the  hardware  platform  and 
number  of  users  licensed.  Most  EMS  Distribution  Systems 
are  sold  as  part  of  EMS  Manufacturing  Systems.  There  are 
currently  over  100  systems  installed. 

EMS  also  offers  specialized  turnkey  systems  based  on  DEC  or 
Compaq  computers  for  vending,  food  service,  office  coffee,  music, 
and  games  operators. 

• A complete  Vending  Operations  Control  System  consists  of 
several  independent  and  separately  priced  subsystems, 
including: 

Base  Vending 

- Profitability  Analysis 
ROI  History 
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Industry  Markets 


Geographic 

Markets 


Route  and  Machine  Service  Analysis 

- Food  Preference  Analysis 

- Food  Labels 

Machine  & Vehicle  Maintenance 

- Music  and  Games 

- Sales  History 

- Office  Coffee  Management 

• Prices  are  based  on  the  hardware  selected  and  the  number  of 
users  licensed. 

• There  are  currently  approximately  200  systems  installed. 

Professional  services  provided  by  EMS  include  customization  of 
EMS  software,  project  management,  consulting,  and  training. 

• Hotline  telephone  support  is  provided  during  business  hours. 

• EMS  offers  a series  of  training  seminars  at  its  training  center  in 
Milwaukee  or  at  client  sites.  The  seminars  address  the 
implementation,  features,  and  functions  of  EMS  software 
products,  as  well  as  training  on  certain  word  processing  and 
data  management  applications  that  interface  with  EMS  turnkey 
systems. 


Approximately  90%  of  EMS'  fiscal  1988  revenue  was  derived  from 
the  discrete  manufacturing  industry  and  10%  from  the  distribution 
industry. 

EMS  clients  include  Auto-trol,  DEC,  Union  Tank  Car,  Airmold  (a 
division  of  WR  Grace),  TEC  Systems  (a  division  of  WR  Grace), 
Gibson  Greetings,  Corner  Manufacturing,  Vernay  Labs,  Pfauter, 
and  Maag. 


Approximately  98%  of  EMS'  fiscal  1988  revenue  was  derived  from 
the  U.S.  and  2%  from  Canada. 

EMS  currently  has  13  joint  ventures/affiliates  in  13  states  that 
market  EMS  sytems. 

EMS  has  clients  in  38  U.S.  states,  with  the  majority  of  its  clients 
located  in  the  Midwest. 

Canadian  clients  are  located  primarily  in  the  province  of  Ontario. 
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Hardware  and 
Software 


EMS  has  the  following  computers  installed  at  its  data  center  in 
Milwaukee  for  product  development  and  customer  support: 


• 2 DEC  Micro  VAX  IIs,  VMS 

• 2 DEC  Micro VAX-2000S,  VMS 

• 1 VAXstation-2000,  VMS 

• 6 VAXstation-3100s,  VMS 

• 1 VAXstation-3500,  VMS 

• 1 Micro  VAX  3500,  VMS 

• 1 Micro  VAX  3300,  VMS 

• 1 VAXServer-3300,  VMS 

• 1 DEC  PDP-11/83 

• 2DECPDP-11/73S 
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Primary  Industry-Specific  Market:  Manufacturing 


Effective  Management  Systems,  Inc. 

12000  West  Park  Place 
Milwaukee,  W1  53224 
(414) 359-9800 

CEO:  Michael  Dunham,  President 
Private  Company 
Founded:  1978 

Employees:  100  (6/86) 

Revenue  (FYE  12/31/85):  $6-8  million 


The  Company:  Sells  and  supports  turnkey  systems  for  small  and  medium 

manufacturers  and  general  product  distributors 

Sources  of  Revenue: 

Turnkey  Systems  (90%) 

Application  Software  (10%) 

Key  Products: 

- Turnkey  Systems  (Utilizes  DEC  PDP-1  I , VAX,  and  MicroVAX) 
o MRP  II  (Manufacturing  Resource  Planning) 

- Application  Software  (Utilizes  DEC  PDP-1  I,  VAX,  and  MicroVAX) 
o Shop  floor  control 

o Capacity  planning 

o MRP  II  (Manufacturing  Resource  Planning) 
o Order  processing 

Target  Industries: 

Discrete  Manufacturing  (100%) 

Geographic  Markets: 

U.S.  and  Non-U.S. 

- Company  has  sales  offices  in  12  U.S.  cities 
Other: 

- Effective  Management  Systems  is  an  Authorized  Digital  Computer  Distributor 
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COMPANY  PROFILE 


El  INTERNATIONAL,  INC. 

One  Energy  Drive 
P.O.  Box  50736 
Idaho  Falls,  ID  83405 
(208)  529-3809 


William  E.  Mapes,  Chairman  and  President 

Private  Company 

Total  Employees:  220 

Total  Revenue,  Fiscal  Year  End 

9/30/89:  $20,000,000 


The  Company  El  International,  Inc.  (El),  founded  in  1972,  is  a high-technology 

engineering  and  consulting  firm  providing  custom  and  application 
software,  distributed  and  turnkey  computer  systems,  and 
engineering  and  consulting  services  to  nuclear  and  fossil  utilities, 
and  the  manufacturing,  petrochemical,  and  government  sectors. 


Key  Products  and  In  fiscal  1988  El  derived  approximately  70%  of  its  revenue  from 
Services  consulting  services.  The  remaining  30%  of  revenue  was  derived 

from  application  software  products. 

El  provides  consulting  services  primarily  in  the  area  of 
productivity  management  and  measurement,  and  maintenance 
monitoring  and  management  for  nuclear  and  fossil  utilities.  El's 
services  are  also  marketed  to  manufacturing  and  petrochemical 
firms. 

In  addition  to  its  consulting  services  El  offers  application  software 
and  turnkey  systems  for  maintenance  management  and 
performance  measurement.  El's  software  products  include  the 
following: 

• MPro  is  a maintenance  management  system  that  runs  on  IBM 
30XX  and  43XX  compatible  mainframes.  The  system  costs 
approximately  $150,000  or  leases  for  approximately  $10,000  per 
month. 

• IMPACT  is  an  interactive  spare  parts  inventory  system  that 
runs  on  Data  General  ECLIPSE  and  compatible  processors. 
The  system  sells  for  $95,000  or  leases  for  $8,000  per  month. 

• Betterment  Engineering  Thermal-Hydraulic  Software  Package 
(BETH)  is  an  engineering  workstation  for  electric  power  plant 
performance  engineers.  The  system  runs  on  IBM  and  Prime 
microcomputers,  and  costs  $395. 
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Industry  Markets 


• FAST/FASTAR  is  a fuel  record  system  used  by  nuclear  power 
plant  engineers,  and  complies  with  NRC  requirements.  The 
system  runs  on  Data  General  ECLIPSE,  MV8000,  or 
compatible  processors.  The  system  sells  for  $160,000  or  may  be 
leased  for  $13,500  per  month. 

• PMAX  is  a power  plant  performance  monitoring  system  using 
heat  balances  and  modular  analyses  to  determine  system  and 
component  performance.  The  system  runs  on  DEC  hardware, 
and  sells  for  $98,000  or  leases  for  $3,600  per  month. 


El  markets  its  products  and  services  in  the  following  geographic 
markets:  Idaho  Falls  (ID),  Seattle  (WA),  Phoenix  (AZ),  San  Jose 
(CA),  Columbia  (MA),  Grand  Junction  (CO),  Atlanta  (GA), 
Israel,  Korea,  Italy,  Taiwan,  Spain,  and  the  Philippines. 


The  majority  of  El's  revenue  is  derived  from  the  nuclear  and  fossil 
utilities  industry.  El  also  serves  manufacturing,  petrochemical, 
and  process  industries,  and  government. 
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ELCOMP  SYSTEMS,  INC. 


681  Andersen  Drive 
Foster  Plaza  VI 
Pittsburgh,  PA  15220 
Phone:  (412)937-0690 
Fax:  (412)937-0113 


President: 

Status: 

Total  Employees: 
Total  Revenue: 
Fiscal  Year  End: 


Ami  Elis 
Private  Company 
120  (10/93) 
$15,000,000* * 
12/31/93 


*1 


Company  estimate 


Key  Points 


• ELCOMP  Systems  currently  provides  medical  practice  management 
solutions  for  over  1,200  practices,  which  represent  5,000-plus 
physicians  nationwide. 

• The  company's  revenue  has  increased  consistently  since  inception. 

• With  the  importance  of  health  care  reform,  ELCOMP  is  striving  to 
ensure  that  its  Flexible  Package™  computer  system  provides  the 
functionality  physicians  need  to  implement  managed  care  efficiently 
and  profitably.  The  Flexible  Package  includes  a number  of 
specialized  features  to  track  productivity,  costs,  and  outcomes 
relative  to  a managed  care  plan,  and  to  analyze  the  profitability  of 
participation  in  that  plan. 

• As  medical  practices  merge  and  consolidate,  they  need  computer 
systems  that  support  large-scale  operations.  In  response  to  this 
trend,  ELCOMP  has  enhanced  the  ability  of  the  Flexible  Package  to 
support  large  physician  groups. 

• ELCOMP  is  strongly  committed  to  electronic  data  interchange 
(EDI)  because  of  the  benefits  it  offers  medical  practice 
management,  such  as  exceptional  cost-efficiency. 

• ELCOMP  has  recently  released  an  array  of  new  modules,  including 
Managed  Care,  Screen  Builder  for  medical  records,  Easy-Q  and 
FlexSQL  report  generators,  AutoCollect™,  an  NEIC  interface,  and 
Transcription  Management. 
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Company  ELCOMP  Systems,  Inc.,  founded  in  1978,  provides  medical  practice 

Description  management  turnkey  systems  and  applications  software  products  to 

physician  medical  practices.  The  company's  key  product  is  the  Flexible 
Package  practice  management  system. 


ELCOMP  Systems'  mission  is  to  develop  and  market  quality  systems 
and  services  that  provide  substantial  bottom-line  benefits  for  medical 
practice  management. 


ELCOMP  Systems'  1993  revenue  will  reach  an  estimated  $15  million, 
an  11%  increase  over  1992  revenue  of  approximately  $13.5  million.  A 
four-year  revenue  summary  follows: 


ELCOMP  SYSTEMS,  INC. 
FOUR-YEAR  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1993 

1992 

1991 

1990 

Revenue 

• Percent  increase 

$15.0 

$13.5 

$12.0 

$10.0 

from  previous  year 

11% 

13% 

20% 

N/A 

Strategy 


Financials 


Market  One  hundred  percent  of  ELCOMP  Systems'  revenue  is  derived  from 

Financials  medical  industry. 

ELCOMP's  target  market  is  purchasers  of  practice  management 
systems  for  physicians  offices.  This  group  includes  physician  practices 
themselves,  as  well  as  hospitals  or  other  organizations  that  manage  or 
own  medical  practices. 

Clients  range  from  medical  practices  with  two  to  300  physicians. 


Geographic  One  hundred  percent  of  ELCOMP  Systems'  revenue  is  derived  from 

Markets  ^he  U.S.  The  heaviest  concentration  of  clients  is  in  the  eastern, 

midwestern,  and  southern  regions. 
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Operations/ 

Structure 


Employees 


Key  Products 
and  Services 


ELCOMP  is  headquartered  in  Pittsburgh  (PA)  with  sales  offices  in  key 
metropolitan  areas  throughout  the  U.S. 

All  development,  marketing,  and  support  services  are  managed 
centrally  from  the  Pittsburgh  office. 


As  of  the  fourth  quarter  of  1993,  ELCOMP  had  120  employees, 
segmented  as  follows: 

Operations  (development  and 
customer  support)  60% 

Sales  and  marketing  30% 

Finance  and  administration  10% 

100% 


The  Flexible  Package  is  a total  solution  that  provides  everything 
necessary  to  computerize  today's  medical  practice-software,  hardware, 
conversion  assistance,  installation,  training,  and  support. 

• The  Flexible  Package  software  is  modular,  allowing  a medical 
practice  to  combine  only  the  applications  it  requires  for  a turnkey 
system  without  custom  programming  or  excessive  cost. 

• The  Flexible  Package  software  operates  on  PC  and  RISC  platforms, 
using  industry-standard  computers  from  IBM  and  Data  General. 

The  Flexible  Package  addresses  the  following  application  areas: 

• Financial  Control: 

- True  Open  Item  Accounting 
Extensive  A/R  /Reports 

- Automated  Collections 

- Collection  Letters 

- Refund  Check  Writer 

- Accounts  Payable 

- General  Ledger 

- Budget 

• Patient  Services: 

Appointment  Scheduling 
Surgery  Scheduling 
Patient  Recall 
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Marketing 
and  Sales 


- Hospital  Census 

- Hospital  Link 

• Managed  Care; 

HMO/PPO  handling  with: 

- Authorization  Tracking 

- Referral  Tracking 

- Case  Facility 

- Capitation  Analysis 

- Profile  Management 

• Insurance 

- Post  Operative  Days  Management 

- Electronic  Claims  Submission  (ECS) 

- Commercial  ECS 

- Electronic  Remittance  (via  EOB  files) 

• Practice  Analysis: 

- Practice  Marketing 

- Referral  Tracking 

- Standard  and  custom  reports 

• Clinical  Support: 

Patient  Clinical  Tracking 
Electronic  Medical  Records 
Automated  Transcription 

• Software  prices  range  from  $8,000  to  $150,000.  Turnkey  system 
prices  range  from  $20,000  to  $375,000,  depending  on  the  hardware 
and  modules  selected. 


All  of  the  company's  sales  are  handled  directly  by  ELCOMP  Systems 
through  20  sales  offices  located  throughout  the  U.S. 

In  an  effort  to  deliver  quality  systems,  ELCOMP  focuses  heavily  on 
customer  satisfaction,  surveying  customers  regularly  and  responding  to 
their  needs  quickly.  This  interaction  is  the  basis  of  the  company's 
development  and  marketing  efforts,  and  helps  ELCOMP  form  close 
relationships  with  customers.  The  company  is  also  able  to  leverage 
these  customer  relationships  during  the  sales  cycle  for  very  successful 
"reference  selling." 
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Alliances 

ELCOMP  Systems  is  an  Industry  Remarketer  (IR)  for  IBM  PS/2  and 
RS/6000  (AIX)  systems  and  a value-added  reseller  (VAR)  for  Data 
General  AViiON  RISC-based  (UNIX)  and  DASHER  MS-DOS  and 
SCO/UNIX-based  systems. 

Clients 

The  Flexible  Package  is  in  use  by  over  1,200  medical  practices  which 
represent  5,000-plus  physicians. 

Customers  include  group  practices  in  a wide  variety  of  medical 
specialties;  national  medical  organizations,  such  as  a rehabilitation 
center  with  locations  across  the  country;  and  hospitals  who  remarket 
the  Flexible  Package  to  their  staff  physicians. 

Competition 

ELCOMP's  competitors  include  numerous  North  American  firms  that 
market  computer  systems  for  medical  practice  management. 
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COMPANY  PROFILE 


ELCOMP  SYSTEMS,  INC.  Ami  Elis,  President 

681  Andersen  Drive  Private  Company 

Foster  Plaza  VI  Total  Employees:  102  (8/91) 

Pittsburgh,  PA  15220  Total  Revenue,  Fiscal  Year  End 

(412)937-0690  12/31/91:  $13,000,000* 


’Company  estimate 

The  Company 

ELCOMP  Systems,  Inc.,  founded  in  1978,  provides  medical  practice 
management  turnkey  systems  and  application  software  products  to 
physician  medical  practices. 

ELCOMP  Systems  is  an  Industry  Remarketer  (IR)  for  IBM  PS/2 
and  RS/6000  systems  and  a value-added  reseller  (VAR)  for  Data 
General  AViiON  RISC-based  and  DASHER  MS-DOS-based 
systems. 

G 

ELCOMP  Systems'  1991  revenue  will  reach  an  estimated  $13 
million,  a 30%  increase  over  1990  revenue  of  $10  million. 

Key  Products  and 
Services 

The  ELCOMP  Flexible  Package™  for  medical  practice 
management  is  a MUMPS-based  system  that  runs  on  IBM  PS/2, 
RS/6000,  and  Data  General  RISC  systems. 

■ Medical  Core  modules  include: 

- Patient  Registration 

- Transaction  Posting 

- Account  Inquiries 

- Budget 

- A/R  and  Collection  Reports 
Management  reports 

- Graphic  analysis 

• The  following  additional  modules  expand  the  use  of  practice 
information  stored  in  the  Medical  Core  and  Include: 

G 

- Practice  Marketing 

- Collection  Letters 

- Electronic  Claims  Submission 

- Collection  Services 

- Insurance  Form  Designer 
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- Recall 

- Appointment  Scheduling 

- Clinical  Tracking 

- Referring  Physicians 

- HMO  Handling 

- Medical  Records 

- Hospital  Census 

- Hospital  ComputerLink 

- Inventory  Control 

- Statements 

- LaserScan 

- Charge  Slips 

- General  Ledger 

- Accounts  Payable 

- Payroll 

Word  Processing 

Software  prices  range  from  $5,000  to  $30,000.  Turnkey  system 
prices  range  from  $20,000  to  $375,000,  depending  on  the 
hardware  and  modules  selected. 

ELCOMP  Systems  currently  has  over  1,000  customers,  the 
majority  of  which  have  IBM-based  systems  installed. 


One-hundred  percent  of  ELCOMP  Systems'  revenue  is  derived 
from  the  medical  industiy. 

Clients  typically  are  medical  practices  with  two  to  50  physicians. 
The  company  has  a significant  number  of  orthopedic  practices  as 
clients. 


One-hundred  percent  of  ELCOMP  Systems'  revenue  is  derived 
from  the  U.S.  The  heaviest  concentration  of  clients  is  in  the 
eastern,  midwestern,  and  southern  regions. 

All  of  the  company's  sales  are  handled  directly  by  ELCOMP 
Systems  through  20  sales  offices  located  throughout  the  U.S. 
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ELCOMP  SYSTEMS,  INC. 

681  Andersen  Drive 
Foster  Plaza  VI 
Pittsburgh,  PA  15220 
(412)  937-0990 


Ami  Elis,  President 
Private  Company 
Total  Employees:  65  (5/89) 
Total  Revenue,  Fiscal  Year  End 
7/31/88:  $6,000,000 


The  Company  ELCOMP  Systems,  Inc.,  founded  in  1978,  provides  medical 

practice  mangement  turnkey  systems  and  application  software 
products  to  physician  medical  practices. 

ELCOMP  Systems  is  an  Industry  Remarketer  (IR)  for  the  IBM 
PS/2  and  a value-added  reseller  (VAR)  for  Data  General 
microcomputers. 

During  the  past  two  years,  the  company's  client  base  and  revenues 
have  more  than  doubled. 


Key  Products  and  Approximately  95%  of  ELCOMP  Systems'  revenue  is  derived  from 
Services  turnkey  systems  and  5%  from  application  software. 

The  ELCOMP  Medical  Flexible  Package  for  medical  practice 
management  is  a MUMPS-based  system  that  runs  on  IBM  PS/2, 
Acer,  and  Data  General  microcomputers. 

• The  following  system  modules  may  be  purchased  individually  or 
as  a total  integrated  system: 

- Statements 

- Insurance  Forms 

- Electronic  Claims  Submission 

- Charge  Slips 

- Referring  Physician  Tracking 

- Appointment  Scheduling 

- Recall 

- Practice  Marketing 

- Clinical  Tracking 
Report  Generator 

- Collection  Letters 
Word  Processing 

- Accounts  Receivable 

- Accounts  Payable 
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Geographic 

Markets 


- General  Ledger 

- Payroll 

• Software  prices  range  from  $5,000  to  $30,000.  Turnkey  system 
prices  range  from  $20,000  to  $100,000,  depending  on  the 
hardware  and  modules  selected. 

• ELCOMP  Systems  currently  has  over  750  customers,  the 
majority  of  which  have  IBM-based  systems  installed.  As  of  the 
end  of  1986,  the  company  had  over  300  customers. 


One-hundred  percent  of  ELCOMP  Systems'  revenue  is  derived 
from  the  medical  industry. 

Clients  typically  are  medical  practices  with  two  to  50  physicians. 
The  company  has  a significant  number  of  orthopedic  practices  as 
clients. 


One-hundred  percent  of  ELCOMP  Systems'  revenue  is  derived 
from  the  U.S.  The  heaviest  concentration  of  clients  is  in  the 
eastern  U.S. 

All  of  the  company's  sales  are  handled  directly  by  ELCOMP 
Systems  through  15  sales  offices  located  throughout  the  U.S. 
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Primary  Industry-Specific  Market:  Medical 


ELCOMP  Systems,  Inc. 

661  Andersen  Drive 
Foster  Plaza  VII 
Pittsburgh,  PA  15220 
(412)  937-0690 

CEO;  Ami  Elis,  President 
Private  Company 
Founded;  1978 

Employees;  26  (10/86) 

Revenue  (FYE  7/30/86):  $3  million*,  (FYE  7/30/85):  $2  million* 


The  Company;  Provides  medical  practice  management  turnkey  systems  and  applica- 
tion software  products  to  physicians 

Sources  of  Revenue: 

Application  Software  (5%) 

Turnkey  Systems  (95%) 

Key  Products: 

- Turnkey  Systems  and  Application  Software  Products  (Utilizes  all  Data  General 
systems  and  IBM  PC/XT  and  AT  microcomputers) 

• The  ELCOMP  Medical  Flexible  Package  consists  of  the  following  modules  that 
may  be  purchased  individually  or  as  a total  integrated  system: 

Statements 
Insurance  Forms 
Electronic  Claims  Submission 
Charge  Slips 

Referring  Physician  Tracking 
Appointment  Scheduling 
Recall 

Practice  Marketing 
Clinical  Tracking 
Report  Generator 
Collection  Letters 
Word  Processing 
Accounts  Receivable 
Accounts  Payable 
General  Ledger 
- Payroll 


* INPUT  estimate 
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Target  Industries: 

Medical  (100%) 

- Clients  typically  are  medical  practices  with  two  to  five  physicians.  The  company 
has  a significant  number  of  orthopedic  practices  as  clients. 

- ELCOMP  currently  has  over  300  customers,  the  majority  of  which  have  Data 
General-based  systems  installed 

Geographic  Markets: 

- U.S.  (100%) 

Direct  Sales  (80%) 

Dealer  Sales  (20%) 

The  heaviest  concentrations  of  clients  is  in  the  eastern  U.S. 

Sales  Offices:  Selinsgrove  and  Philadelphia  (PA),  Lexington  (KY) 

Dealers  (usually  Data  General  dealers)  are  located  nationwide 

Other: 

VAR  for  IBM  PC/XT  and  AT  and  Data  General 
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PROFILE 


ELECTRONIC  DATA  SYSTEMS 


CORPORATION 

7171  Forest  Lane 
Dallas,  TX  75230 


Chairman,  President, 


& CEO:  Lester  M.  Alberthal,  Jr. 

Status:  Wholly  Owned  Subsidiary 

Parent:  General  Motors  Corporation 

Stock:  GM  Class  E Stock,  NYSE 


Phone:  (214)604-6000 
Fax:  (214)  605-6545 


71,000  (12/92) 
$8,218,900,000 
$4,806,700,000 


Total  Employees: 
Total  Revenue: 
Non-GM  Revenue: 
Fiscal  Year  End: 


12/31/92 


Key  Points 


Revenue  from  noncaptive  sources  continued  to  outpace  those  from 
General  Motors  in  1992,  increasing  31%  to  $4.8  billion. 

In  the  fourth  quarter  of  1992,  EDS-announced  organization  changes 
that  place  its  customers  at  the  center  of  the  company's  structure  with 
no  more  than  three  (and  in  most  cases  two),  levels  between  EDS 
strategic  unit  leaders  and  the  customer.  The  changes  are  a 
refinement  of  EDS'  strategic  business  units  and  strategic  support 
groups,  focusing  on  individual  industries  and  business  needs  rather 
than  product  lines  or  technologies. 

During  1992,  EDS  made  its  first  acquisition  in  Germany  (mbp 
Software  and  Systems),  expanding  its  knowledge  in  the  area  of 
production-control  technology  in  the  steel,  chemical,  manufacturing, 
and  energy  industries. 

During  1992,  EDS  signed  848  contracts  with  new  and  existing 
financial  services  customers.  EDS  has  also  made  two  acquisitions  in 
the  financial  services  consulting  area. 
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Company 

Description 


Organization 


EDS,  founded  in  1962,  is  a world  leader  in  the  application  of 
information  technology  (IT),  providing  information  processing,  systems 
management,  systems  integration,  systems  development,  consulting, 
software  products,  and  process  management  services  to  customers 
worldwide.  EDS  serves  public  and  private  organizations  in  banking  and 
finance,  communications,  energy,  government,  health  care,  insurance, 
manufacturing,  retail,  and  transportation. 

• EDS  currently  has  71,000  employees  and  more  than  8,000  clients  in 
all  50  states  and  29  other  countries. 

• EDS'  largest  client  is  General  Motors  Corporation  (GM)  and  its 
subsidiaries,  which  contributed  approximately  41%  ($3.35  billion)  to 
EDS'  1992  revenue. 

EDS,  acquired  by  GM  in  October  1984,  operates  as  an  independent 
subsidiary  of  GM.  EDS'  performance  forms  the  base  from  which  any 
dividend  on  the  GM  Class  E common  stock  will  be  declared.  These 
earnings  include  income  earned  from  services  provided  to  GM  and  its 
other  subsidiaries. 


EDS  is  organized  to  support  individual  industries  and  the  business 
needs  of  its  customers.  The  company's  current  organization  structure  is 
summarized  in  Exhibit  A. 

The  organization  features  four  components  that  are  summarized  in 
Exhibit  B and  include  the  following: 

• Industry:  Strategic  Business  Units  (SBUs)  organized  by  industry 

• Geography/Culture:  SBUs  organized  along  geographic  lines 

• Infrastructure:  Strategic  Support  Units  (SSUs),  such  as  IMC 
Operations,  Field  Services,  and  Applied  Engineering,  as  well  as 
additional  support  units  in  areas  such  as  employee  development, 
purchasing,  marketing,  planning,  and  consulting 

• Corporate:  Administrative  support  SSUs 

There  are  three  levels  of  corporate  governance  within  each  of  the  four 
above  components  as  follows: 
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EDS  Organization  - Concept 

INDUSTRY 


INFRASTRUCTURE 


ELECTRONIC  DATA  SYSTEMS  CORPORATION  INPUT 


ELECTRONIC  DATA  SYSTEMS  CORPORATION 


INPUT 


EXHIBIT  B 

ELECTRONIC  DATA  SYSTEMS  CORPORATION 
ORGANIZATION  COMPONENTS 


COMPONENT 

GROUP 

UNIT(S) 

Industry 

General  Motors 

Planning  and  Integration:  GM  Europe; 
Advanced  Technology; 

Powertrain  and  Delco  Electronics: 

North  American  Vehicle  Sales 
and  Marketing:  Dealer  Systems; 
Worldwide  Components:  Operations 
and  Staffs  Support;  Allison  Transmission, 
AGT,  and  Electro-motive:  N.A.  Passenger 
Car  & Truck  Platforms;  Regional 
Support  Centers 

Manufacturing 

Manufacturing  and  Distribution; 
High  Technology 

Financial 

Large  Financial  Institutions; 
Small  Financial  Institutions; 
GMAC 

Transportation 

T ransportation 

Communications 

Communications 

Energy 

Energy 

Insurance 

Health;  Property  & Casualty;  Life 

Geography/Culture 

Americas 

U.S. 

Government-Federal; 
Government-Military: 
Government-State  and  Local; 
Commercial  Services 

Non  U.S. 

Canada:  Mexico;  South  and  Central  America 

Geography/Culture 

Europe 

Europe-Central 

Europe-North 

Europe-South 

Germany 

U.K.;  Benelux  and  Scandinavia 
France;  Spain  and  Italy 

Geography/Culture 

Asia/Pacific 

Japan 

Japan 

Asia/Pacific 

Korea:  Australia  and  New  Zealand: 
Taiwan;  Hong  Kong;  China;  Singapore 

(continued) 
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EXHIBIT  B (cont.) 

ELECTRONIC  DATA  SYSTEMS  CORPORATION 
ORGANIZATION  COMPONENTS 


COMPONENT 

GROUP 

UNIT(S) 

Infrastructure 

Administration 

Chief  Information  Office:  Employee 
Administration:  Purchasing;  Real  Estate 

Business  Development 

Americas:  Asia/Pacific  and  Japan; 
Europe 

Centers  of  Service 

Core  Capabilities;  Electronic  Commerce: 
Shared  Services:  Technical  Products; 
Unigraphics 

Consulting 

-- 

Customer  Business 
Sen/ices 

Employee  Development 

Account  Services;  Field  Services 

Compensation;  Industry  Training; 
Leadership  Development;  Quality; 
Staffing;  Technical  Development 

Infrastructure 

Engineering 

Applied  Engineering;  Core 
Engineering 

Market  Development 

Marketing;  Marketing  Support; 

Sales  Leadership:  Strategic  Planning 

Operating  Services 

Operating  Services-Client/Server; 
Operations;  Operations-Europe 

Research  & Development 

-- 

Technology 

Architecture 

Infrastructure  Planning;  Systems  & 
Methods:  Technology  Architecture-- 
Client/Server 

Corporate 

Audit;  Communications  & 
Public  Affairs:  Controller; 
Government  Affairs;  Legal; 
Tax;  Treasurer 
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• Unit:  The  SBU  and  SSU  levels  are  the  most  significant  because  they 
are  closest  to  the  customer.  SBUs  functions  include  marketing  and 
business  development,  sales  and  sales  support,  systems  engineering, 
products  and  services,  business  operations,  and  financial 
responsibilities.  SBUs  are  responsible  for  working  with  other  SBUs 
and  SSUs  to  find  the  resources,  products,  and  services  that  best  meet 
customers'  needs. 

• Group:  Group  Executives  develop  five-year  business  plans, 
coordinate  marketing  and  selling  functions,  and  monitor  and  enforce 
teamwork,  quality,  and  customer  satisfaction.  In  the  Industry, 
Infrastructure,  and  Corporate  components.  Group  Executives  are 
responsible  for  developing  global  strategy  within  their  areas.  Group 
Executives  in  the  Geography/Cultural  component  are  responsible 
for  the  strategy  within  their  region. 

• Global  Operations  Council:  The  most  senior  executives  in  global 
industries  have  responsibility  for  market  planning  and  direction. 

The  Council  will  link  business  strategies  among  industry  SBUs  and 
geography/culture  SBUs. 

• The  Leadership  Council  remains  the  company's  policy-setting  body. 

EDS  also  holds  a 20%  equity  in  Hitachi  Data  Systems  Corp.,  a joint 
venture  with  Hitachi  Ltd.  Formed  in  1989,  the  joint  venture  markets 
and  distributes  Hitachi  PMC  mainframe  and  peripheral  equipment. 


Financials 


EDS'  total  1992  revenue  reached  $8.2  billion,  a 16%  increase  over  1991 
revenue  of  nearly  $7.1  billion.  Net  income  rose  16%,  from  $547.5 
million  in  1991  to  $635.5  million  in  1992.  A five-year  financial 
summary  follows: 
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ELECTRONIC  DATA  SYSTEMS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1992 

1991 

1990 

1989 

1988 

Revenue 

• Percent  increase 

$8,218.9 

$7,099.0 

$6,108.8 

$5,466.8 

$4,844.1 

from  previous  year 

16% 

16% 

12% 

13% 

9% 

Income  before  taxes 
• Percent  increase 

$1,000.8 

$893.7 

$788.7 

$680.3 

$589.4 

from  previous  year 

12% 

13% 

16% 

15% 

12% 

• Gross  margin 

12% 

13% 

13% 

12% 

12% 

Net  income 
• Percent  increase 

$635.5 

$547.5 

(a) 

$496.9 

$435.3 

$384.1 

from  previous  year 

16% 

10% 

14% 

13% 

19% 

• Net  margin 

8% 

8% 

8% 

8% 

8% 

Earnings  per  share  (b) 
• Percent  increase 

$1.33 

$1.14 

$1.04 

$0.90 

$0.77 

from  previous  year 

17% 

10% 

16% 

17% 

17% 

(a)  Includes  $15.5  million  in  charges  for  the  cumulative  effect  of  a change  in  the  method  of  accounting 
for  income  taxes. 


(b)  Restated  to  reflect  a 2-for- 1 stock  split  declared  on  February  3,  1992. 


A further  breakdown  of  1992,  1991,  1990  revenue  follows 
($  millions): 


FISCAL  YEAR 

REVENUE  SOURCE 

1992 

1991 

1990 

Systems  and  contracts 

Outside  customers 

$4,806.7 

$3,666.3 

$2,787.5 

GM  and  subsidiaries 

3.348.5 

3.362.2 

3.234.2 

$8,155.2 

$7,028.5 

$6,021.7 

Interest  and  other 

$63.7 

$70.5 

$87.1 

TOTAL 

$8,218.9 

$7,099.0 

$6,108.8 

EDS  management  attributes  1992  revenue  increases  to  the  following: 

• Business  with  non-GM  customers  rose  31%  during  1992  and 
accounted  for  59%  of  total  revenue,  compared  with  52%  of  total 
revenue  in  1991  and  47%  of  total  revenue  in  1990. 
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The  chart  below  separates  EDS'  revenues  by  current  major  business 
segments: 


ELECTRONIC  DATA  SYSTEMS  CORPORATION 
SOURCE  OF  REVENUE  BY  INDUSTRY  GROUP 
($  millions) 


FISCAL  YEAR 

ITEM 

1992 

1991 

1990 

1989 

Manufacturing 

33% 

36% 

41% 

41% 

Financial 

12% 

13% 

15% 

15% 

Government 

12% 

10% 

10% 

11% 

Insurance 

5% 

4% 

5% 

6% 

International 

23% 

20% 

18% 

15% 

Commercial/other 

15% 

17% 

11% 

12% 

TOTAL 

100% 

100% 

100% 

100% 

Revenue  from  GM  is  reported  in  the  Manufacturing  and  Internationai  segments. 


Revenue  for  the  three  months  ending  March  31,  1993  reached  over 
$2.07  billion,  compared  to  nearly  $2.0  billion  for  the  same  period  in 
1992.  Net  income  rose  14%,  from  $133.1  million  to  $151.4  million. 


Acquisitions  in  May  1993,  EDS  announced  an  agreement  to  purchase  BEI  Golembe, 

a leading  financial  industry  consulting  firm,  from  BEI  Holdings,  Ltd. 
BEI  Golembe,  with  100  employees,  is  headquartered  in  Atlanta  and 
has  operations  in  Europe  as  well  as  in  the  U.S. 

In  April  1993,  EDS  Canada  acquired  JWP/Businessland  Canada, 
provider  of  desktop  integration  services  and  after-sale  support  to  large 
corporate  customers. 

• JWP/Businessland  will  now  operate  as  EDS  Canada,  Technical 
Products  Division  (TPD  Canada),  providing  market  development, 
product  management,  warehousing,  personal  computer  integration, 
and  desktop  value-added  services  to  the  Canadian  marketplace. 

• Approximately  60  JWP/Businessland  employees  will  be  transferred 
to  EDS  Canada. 
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EDS  has  recently  acquired  the  ownership  rights  to  the  products  and 
methodologies  formerly  offered  by  First  Pinnacle  of  Dallas. 

• First  Pinnacle,  a consulting  firm  specializing  in  the  financial  services 
industry,  has  provided  a variety  of  consulting  services  to  more  than 
50  clients,  including  Mellon,  Home  Savings,  and  Barnett  Banks. 

■ The  company's  products  and  services  include  a PC-based 
productivity  system  that  helps  financial  institutions  schedule 
personnel  in  transaction-drive  areas  more  effectively;  structured 
consulting  methodologies  geared  toward  improving  financial 
performance;  and  a PC-based  loan  pricing  model  for  loan  officers  in 
commercial  and  consumer  lending. 

In  December  1992,  EDS  acquired  mbp  Software  and  Systems,  a 
subsidiary  of  the  Hoesch  Chemicals  Group  and  Germany's  oldest 
information  technology  service  and  software  company.  Terms  of  the 
acquisition  were  not  disclosed. 

• mbp  had  about  570  employees  at  the  time  of  the  acquisition  and 
annual  revenue  of  about  $82  million  (U.S.). 

• mbp  specializes  in  systems  integration  in  the  steel,  chemical, 
manufacturing,  and  energy  markets,  as  well  as  public  authorities. 

In  November  1992,  EDS  acquired  one  of  its  outsourcing  clients, 
Cummins  Cash  and  Information  Services  (CCIS),  a subsidiary  of 
Cummins  Engine  Co. 

• CCIS,  which  provides  card-based  payment  systems  for  truckers  to 
purchase  fuel  and  other  goods  and  services,  has  been  an  EDS  client 
since  1990. 

• The  acquisition  brings  approximately  1,900  trucking  customers  and 
15,000  truck  stops,  banks,  and  retail  locations  into  the  EDS  customer 
base. 

In  October  1992,  EDS  acquired  a 2%  equity  interest  in  mainframe 
software  vendor  4th  Dimension  Software  Ltd.  of  Costa  Mesa  (CA). 

During  the  first  half  of  1992,  EDS  purchased  the  Shopper's  Automatic 
Money  Network  ($AM)  from  Citicorp.  The  network  consists  of  248 
ATMs  located  in  major  retail  locations  throughout  central  and 
northern  New  Jersey  and  the  greater  New  York  metropolitan  area. 
$AM  generates  more  than  1.2  million  transactions  per  month. 
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In  August  1992,  EDS  acquired  a substantial  portion  of  the  assets  of 
Atlanta-based  US  TeleData,  provider  of  operator  and  telemarketing 
services  to  various  industries. 

In  February  1992,  EDS  acquired  a 19.9%  equity  interest  in  Japan 
Systems  K.K.,  a publicly  held  corporation  providing  systems  integration, 
software  development,  communications  systems,  and  hardware  to  the 
Japanese  market.  The  company  serves  customers  in  a range  of 
industries,  including  manufacturing,  utility,  telecommunications,  and 
financial,  as  well  as  government. 

In  January  1992,  EDS  acquired  Energy  Management  Associates,  Inc. 
(EMA)  of  Atlanta  (GA)  and  its  subsidiary,  AER*X,  a Washington, 
D.C.-based  emissions  trading  consulting  firm. 

• EMA,  founded  in  1975,  provides  planning  software  and  regulatory 
and  management  consulting  to  the  electric  and  gas  utilities  industry. 
Products  include  both  strategic  and  operational  planning  systems 
and  detailed  forecasting  and  budgeting  systems. 

■ EMA  has  more  than  150  customers  in  the  U.S.,  Australia,  Japan,  the 
U.K.,  and  Ireland. 

• At  the  time  of  the  acquisition,  EMA  had  over  200  employees.  It  now 
operates  as  a division  of  EDS  with  responsibility  for  developing  the 
utility  business. 

In  November  1991,  EDS  completed  the  acquisition  of  McDonnell 
Douglas  Systems  Integration  Company  (MDSI). 

• MDSI,  with  over  2,000  employees  and  worldwide  revenue  of  $398 
million  in  1990,  provides  systems  integration,  professional  services, 
and  CAD  software  products. 

• Included  in  the  MDSI  acquisition  are  the  Unigraphics  and  Graphics 
Design  System  (GDS)  product  lines  and  Shape  Data,  a solids 
modeling  research,  development,  and  engineering  company  based  in 
Cambridge,  England. 

In  October  1991,  EDS  acquired  Creative  Software  Systems,  Inc.  (CMS) 
of  Toms  River  (NJ).  CMS  provided  information  management  services 
to  the  cable  TV  industry,  including  subscriber  and  financial 
management  systems,  bill  processing,  and  mailing  services.  Clients 
included  more  than  150  multiple-system  operators  and  independent 
operators  worldwide. 

In  August  1991,  EDS  acquired  SD-Scicon,  an  international  systems 
integration,  professional  services,  and  processing  firm  based  in  the  U.K. 
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Also  included  in  the  transaction  was  GFI  Informatique,  one  of  the 
largest  systems-management  companies  in  France.  SD-Scicon,  with 
approximately  5,000  employees  and  1990  revenue  of  about  $406  million 
(U.S.)  now  operates  as  a subsidiary  of  EDS. 

In  June  1991,  EDS  acquired  Infocel,  Inc.  of  Raleigh  (NC).  Infocel 
provided  turnkey  systems  and  associated  professional  services  to 
approximately  400  local  government  clients  in  the  U.S.  and  Canada.  Its 
operations  have  been  merged  into  EDS'  State  Operations  unit. 

In  March  1991,  EDS  acquired  Operator  Assistance  Network  (OAN)  of 
Van  Nuys  (CA)  from  Com  Systems.  OAN  provided  billing  and 
collection  services,  specialized  data  processing,  and  receivables 
financing  to  about  200  customers,  including  interexchange  carriers, 
operator  service  providers,  information  service  providers,  and 
payphone  owners. 

In  February  1991,  EDS  acquired  the  Long  Distance  Billing  System,  a 
customer  management  and  billing  system  for  telecommunications  firms, 
from  Lubbock  Data  Center,  Inc.  of  Lubbock  (TX). 

Alliances/ 

Ventures 

EDS  has  various  ongoing  relationships  with  more  than  5,000  vendors 
worldwide.  A sampling  of  current  joint  ventures,  joint  development, 
and  other  agreements  includes  the  following; 

■ Joint  Ventures:  Sony,  Hughes  Aircraft,  3Com,  Compaq,  Orion, 
Pritzker,  Olivetti,  Beijing  Municipal  Government,  Telefonica,  China 
Management  System,  Lucky-Goldstar,  CAMI  Automotive,  STM 
(Korea),  Hitachi  Data  Systems  Holding  Corp,  Apple  Computer,  and 
Emperion 

• Joint  Development:  AT&T,  IBM,  Sun  Microsystems,  France 
Telecom,  and  CAD  AM 

• Agreements:  Interpractice  Systems,  Hewlett-Packard,  Intergraph, 
CGI  Systems,  and  Apple  Computer 

Competitors 

Major  competitors  of  EDS  by  product/service  area  include  the 
following: 

C 

• Insurance  claims  processing:  Computer  Sciences  Corporation 
(CSC),  Policy  Management  Systems  Corporation,  and  Unisys. 

• Government  systems:  CSC,  Martin  Marietta,  PRC  (Black  & 
Decker),  and  Boeing  Computer  Services 
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• Credit  unions:  Ceridian  and  FIserv 

• Remote  computing  services:  Boeing  Computer  Services,  Martin 
Marietta,  CSC,  and  GE  Information  Services 

• Systems  integration:  Andersen  Consulting,  Scientific  Applications 
International,  BDM  International,  Unisys,  and  IBM 

• Systems  operations/facilities  management:  Andersen  Consulting, 
CSC,  IBM  ISSC,  and  CAP  GEMINI 


Key  Products  and  EDS'  1992  systems  and  contracts  revenue  was  derived  approximately  as 
Services  follows: 


ELECTRONIC  DATA  SYSTEMS  CORPORATION 
1992  SOURCE  OF  REVENUE 
($  millions) 


SERVICE 

U.S. 

INTERNATIONAL 

TOTAL 

Systems  Management 

$3,549.7 

$831.9 

$4,381.6 

Systems  Integration 

905.3 

259.4 

1,164.7 

Systems  Development 

656.2 

309.2 

965.4 

Consulting 

273.8 

124.3 

398.1 

Product 

348.8 

248.6 

597.4 

Process  Management 

403.5 

66.3 

469.8 

Other 

111.9 

66.3 

178.2 

TOTAL 

$6,249.2 

$1 ,906.0 

$8,155.2 

EDS  defines  its  various  services  as  follows: 

• Systems  Management  involves  the  ongoing  management  and 
operation  of  information  technology  components  (computing, 
communications,  applications,  and/or  data).  It  may  involve 
resources  ranging  from  specialized  systems  applications  to  the 
customer's  entire  information  technology  function,  including 
facilities  and  personnel. 

- Systems  Operations/Facilities  Management  (FM):  EDS  assumes 
virtually  all  of  the  data  processing  and  communications 
requirements  for  the  customer  over  a multiyear  term. 
Responsibilities  include  the  design  and  implementation  of 
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business  information  systems,  the  staffing  of  the  data  processing 
functions,  the  development  and  maintenance  of  necessary 
software,  and  the  operation  of  all  computer  activities. 

- Fiscal  Agent:  EDS  is  responsible  for  all  data  processing  functions 
as  well  as  other  administrative  duties.  These  duties  may  include 
processing  and  paying  claims  as  well  as  ensuring  proper 
coordination  of  benefits. 

- Processing  Services:  EDS  provides  data  processing  services  from 
an  EDS  data  center  billed  on  a predetermined  minimum  monthly 
basis,  usually  based  on  the  number  of  transactions. 

• Systems  Integration:  EDS  designs,  implements,  and  installs  the 
appropriate  combination  of  hardware  and  software  integrated  into  a 
total  system  designed  to  fulfill  the  customer's  processing  and 
communications  requirements. 

• Systems  Development  (Professional  Services):  EDS  provides  system 
design,  custom/contract  programming,  migration,  and  joint 
development  services  to  meet  customers'  specific  business  needs  for 
functional  specifications  and  applications. 

• Consulting  (Professional  Services):  These  services  include  the 
development,  refinement,  and  coordination  of  strategies  to  support  a 
client's  business  direction,  impact  business  performance,  and 
improve  operating  results.  Consulting  is  offered  for  business 
planning,  business  process  design,  technology  strategy  and  planning, 
and  change  management. 

• Product:  EDS  provides  software  and  hardware  in  several  areas,  for 
example;  computer-aided  design,  local  government  management, 
cable  TV  information  management,  and  EDI  services. 

• Process  Management:  Outside  the  sphere  of  information 
technology,  EDS  also  provides  ongoing  responsibility  for  the 
direction  and  operation  of  one  or  more  business  processes  within  a 
client  organization.  This  includes  resources  (acquisition, 
deployment,  and  use  of  people,  facilities,  technology,  support 
functions  and  supplies),  integration  (linking  business  processes),  and 
performance  (accountability  of  performance  measures). 

Centers  of  Service: 

The  Centers  of  Service  (COS)  program,  introduced  in  1992,  is  a new 

dimension  to  the  way  EDS  pursues  business.  While  the  SBUs  continue 

to  concentrate  on  their  specific  industries,  the  Centers  of  Service  are 
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providing  specialized  products  and  services  horizontally  to  multiple 

SBUs.  There  are  currently  six  Centers  of  Service  as  follows: 

• Customer  Services  Technologies  enhances  EDS'  production  by 
creating  and  operating  customer  assistance  centers  for  GM  and 
other  customers,  providing  everything  from  computer  systems  to 
equipment,  facilities,  and  assistance  center  staff. 

• Document  Processing  Services  focuses  on  integrating  business 
processes,  people,  and  technology  to  automate  paper-intensive 
processes  such  as  claims  processing  and  customer  correspondence. 

• Performance  Services  provides  a range  of  training  services,  ranging 
from  standard  classes  to  custom-designed  formats. 

• Electronic  Commerce  includes  two  operating  units.  Electronic 
Financial  and  Information  Transaction  (EFIT)  Services  and  Card 
Processing  Services  (CPS),  processing  transactions  initiated  through 
the  use  of  ATM/debit  cards,  MasterCard,  VISA,  JCB,  and  private 
label  cards. 

• Unigraphics  represents  CAD/CAM  product  line  and  includes  GDS, 
an  object-oriented  geographic  information  system.  There  are 
currently  more  than  20,000  seats  of  Unigraphics  installed  worldwide. 
Unigraphics'  distribution  channels  extend  across  multiple  SBU  areas. 

• Technical  Products  Division  (TPD)  is  a desktop  system  services 
provider  and  one  of  the  top  10  microcomputer  resellers  in  the  U.S. 
Equipment  from  all  major  vendors  are  offered,  including  Apple, 
Compaq,  DEC,  Dell,  and  IBM.  Services  include  hardware,  software, 
education  and  training,  consulting,  support  services,  client/server 
and  LAN  solutions,  management  services,  systems  integration, 
installation  and  maintenance,  and  help  desk  solutions. 

A summary  of  EDS'  products  and  services  by  industry  market  follows: 

Government: 

EDS  provides  systems  management  and  systems  integration  services  to 

federal,  state,  and  local  government  customers. 

Federal  government  contract  examples  include  the  following: 

• Under  a subcontract  with  Hughes  Aircraft,  EDS  will  support  the 
NASA  Earth  Science  Data  and  Information  System  Core  System 
(ECS),  providing  all  hardware,  software,  engineering,  and  integrated 
logistics  support  services. 
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• During  1992,  EDS  won  a five-year,  systems  management  agreement 
(with  five  additional  one-year  options)  to  provide  complete  IT 
services  to  the  Federal  Aviation  Administration  (FAA). 

• EDS  is  currently  providing  systems  management  services  to  the 
Immigration  and  Naturalization  Service,  the  Small  Business 
Administration,  the  Department  of  Defense  Health  Affairs,  and  the 
U.S.  Postal  Service. 

• Major  systems  integration  contracts  include  the  Department  of 
Agriculture,  the  Customs  Service,  and  NASA. 

• Key  systems  development  services  are  provided  to  the  Internal 
Revenue  Service,  the  Office  of  the  Secretary  of  Defense,  and  DOD 
Health  Affairs. 

EDS'  State  Operations  Division,  headquartered  in  Herndon  (VA)  with 
4,7000  employees,  provides  consulting,  systems  development,  systems 
integration,  systems  management,  and  process  management  services  to 
various  state  government  agencies  in  27  states  and  the  District  of 
Columbia  and  has  more  than  100  local  government  customers 
nationwide.  EDS  supports  a range  of  areas,  from  health  care  and 
human  services,  to  transportation,  justice,  education,  and  the 
environment. 

• EDS  currently  provides  Medicaid  claims-processing  services  for  18 
states  and  processes  more  than  two-thirds  of  all  Medicaid  claims 
submitted  in  the  U.S.  EDS  also  supports  states'  managed-care 
initiatives.  Medicaid  customers  include  Alabama,  Arkansas, 
Delaware,  California,  Connecticut,  Delaware,  Georgia,  Idaho, 
Indiana,  Kansas,  Kentucky,  New  Hampshire,  North  Carolina, 
Pennsylvania,  Rhode  Island,  Texas,  Vermont,  Wisconsin,  and 
Wyoming. 

• EDS  provides  services  to  state  and  local  government,  schools  (K-12), 
and  public  safety  departments.  Examples  of  systems  implemented 
include  the  following: 

- Medicaid  management  information 

- Automated  fingerprint  identification 

- Traffic  light  violator  identification 

- Public  Safety  and  Justice 

- Geographic  information  systems 
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- Electronic  claims  submission 

- Electronic  benefits  transfer 

- Electronic  eligibility  verification 

- Motor  vehicle  licensing  and  registration 

- Parking  enforcement 

- Statewide  accounting 

- School  administration  and  student  performance  tracking 

• Clients  added  in  1992  include  Alameda  (CA)  Unified  School 
District,  Michigan  Department  of  Social  Services,  Los  Angeles 
County  (CA),  Pennsylvania  Department  of  Public  Welfare  (PA), 
Rhode  Island  Department  of  Human  Services  (RI),  Northstar 
Guarantee,  and  the  Arizona  Department  of  Health  Services  (AZ). 

Banking  and  Finance: 

EDS  offers  financial  institutions  technology-based  business  solutions 
through  systems  integration,  facilities  management  (systems 
operations),  and  service  bureau  operations.  The  company's  products 
and  services  include  data  processing,  communications,  information 
management,  back-office,  bank  card,  and  payment  services.  The 
company  currently  serves  more  than  5,000  banks,  credit  unions,  and 
savings  institutions  worldwide. 

Contract  awards  from  financial  customers  include  the  following: 

• In  early  1993,  U.S.  Bancorp,  the  largest  bank  holding  company  in  the 
Northwest,  selected  EDS'  Strategic  Banking  System  to  be  installed 
throughout  its  branch  system. 

• EDS  is  consolidating  item  processing  and  back-office  services  for 
San  Francisco-based  First  Nationwide  Bank  under  a three-year 
agreement.  First  Nationwide  has  been  an  EDS  customer  since  1980. 

• EDS  is  supplying  full-service  information  technology  and  data 
processing  support  to  United  New  Mexico  Financial  Corp.  EDS  will 
acquire  the  bank's  data  center  and  convert  the  company's  existing 
banks  and  all  future  acquisitions  to  EDS'  integrated  banking  system. 
EDS  will  also  provide  ATM  processing  and  gateway  services. 

• EDS  is  providing  systems  management,  development  and  conversion 
support  to  Bank  One,  Texas. 
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• EDS  is  providing  information  management  services  for  Security 
Corporation's  four  affiliate  banks,  migrating  their  two  existing 
systems  to  an  EDS  system  and  providing  remote  item  processing  for 
all  locations. 

• First  Interstate  Bank  of  Southern  Louisiana  has  renewed  a long-term 
agreement  with  EDS  to  include  item  capture,  bulk  filing,  cash  letter 
preparation,  and  automation  of  the  office  environment  and  loan 
documentation  area  with  LAN  and  optical  storage  capabilities. 

• International  clients  include  National  Westminster  Bank  pic. 
International  Bank  of  Asia,  Banco  Santander,  Commonwealth  Bank 
of  Australia,  Systems  Technology  Management  Corp.,  BACOB, 
Banco  Caracas,  Credit  Lyonnais,  C.G.B.  Citibank,  La  Cabca  de 
Pensions,  Banco  Sogeral,  National  Credit  Card  Center,  Banco 
Garantia,  Warsaw  Stock  Exchange,  Bancomext,  and  Kredietbank. 

EDS  and  CLS  Corp.,  the  nation's  largest  independent  consumer  loan 
servicer,  have  entered  into  an  equity  agreement  whereby  EDS  and  CLS 
will  jointly  market  loan  services-including  application  processing  credit 
approval  decision  making,  payment  processing,  collection  support,  and 
customer  service  functions— to  financial  service  providers. 

Presently,  EDS  processes  information  for  more  than  12  million  credit 
union  members  and  more  than  2,300  credit  unions. 

• Recent  systems  management  contract  awards  have  been  signed  with 
Abbot  Laboratories  Employees  Credit  Union  (Gurnee,  IL),  Charter 
Oak  Federal  Credit  Union,  Communicators  Federal  Credit  Union 
(Houston,  TX),  Dade  County  School  Employees  Federal  Credit 
Union  (FL),  and  Baxter  Credit  Union  (Deerfield,  IL). 

• During  1991,  EDS  signed  systems  management  contracts  with  the 
Motorola  Employees  Credit  Union-West  (Scottsdale,  AZ),  the 
Denver  Credit  Union  Group,  the  District  Government  Employees 
Credit  Union  (Washington,  D.C.),  the  U.S.  Central  Credit  Union 
(Overland  Park,  KS),  the  Washington  State  Employees  Federal 
Credit  Union  (Olympia,  WA),  and  the  Orange  County  Federal 
Credit  Union  (Santa  Ana,  CA). 

Major  bank  processing  applications  include  the  following: 

• EDS'  Integrated  Financial  System  (IFS)  uses  a common  data  base  to 
provide  a range  of  automated  processing  options-from  retail  lending 
and  deposits,  to  mortgage  banking  and  commercial  lending. 

• The  Deposit  System  allows  a financial  institution  to  offer  a variety  of 
deposit  products  to  commercial  and  individual  customers-including 
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checking  accounts,  savings  accounts,  certificates  of  deposit,  tiered 
interest  rate  money  market  accounts,  and  IRA  and  Keogh  accounts. 

• The  Loan  System  processes  the  financial  institution's  consumer, 
commercial,  and  mortgage  loan  portfolios. 

• The  Financial  Accounting  and  Reporting  System  provides  general 
ledger,  budgeting,  financial  accounting,  and  cost-accounting 
capabilities  for  financial  institutions.  Asset  and  liability 
management  systems,  planning  and  forecasting  systems,  and  other 
financial  management  services  are  also  provided. 

• The  Customer  Information  System  integrates  all  of  a financial 
institution's  banking  applications  into  a single  system  and  provides 
an  information  data  base  and  the  accounting  and  audit  controls 
necessary  to  maintain  the  data  base. 

■ The  Strategic  Banking  System  (SBS),  jointly  developed  by  EDS, 
Banc  One,  and  Norwest  Corp.,  is  an  integrated,  customer-oriented 
information  system  designed  to  enhance  computer  service,  product 
development,  marketing,  relationship  building,  and  profitability. 

Financial  transaction  processing  applications,  generally  available  both 
domestically  and  internationally,  include  the  following: 

• The  Card  Processing  Service  is  a transaction  processing  service  for 
the  financial  and  retail  industries.  The  service  supports  credit,  debit, 
and  private-label  card  programs. 

• The  Merchant  Accounting  Service  provides  merchant  transaction 
processing  to  the  financial  and  retail  industries.  Merchant  base 
profitability  assessments  are  also  provided. 

• The  IstAdvantage  Program  offers  an  integrated  service  for  credit 
card  issuance,  customer  service,  and  merchant  account  servicing. 

Back-office  services  include  proofing  and  encoding,  bulk  statement 
filing,  statement  mailing,  and  truncation  to  accommodate  additional 
check  processing  needs  of  customers.  Other  services  include  account 
reconciliation  processing,  document  storage,  filming,  stamping,  archival 
storage,  and  statement  rendering. 

Microcomputer  software  and  related  products  permit  remote  access  to 
EDS'  mainframes.  Products  are  available  for  asset/liability 
management,  financial  management  information,  loan  origination  and 
document  printing,  loan  loss  control,  safe  deposit  box  management,  call 
reporting,  back-up  withholding  (1099s),  general  ledger,  fixed-asset 
accounting,  and  planning  and  budgeting. 
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EFT  services  are  provided  to  financial  institutions  and  retailers  through 

The  Exchange  and  MPACT  networks. 

• The  MPACT  Network,  established  in  1979,  includes  approximately 
1,300  MPACT  ATMs  and  approximately  2.5  million  MPACT  debit 
cards  issued  to  customers  of  member  financial  institutions  located 
primarily  in  Texas,  Louisiana,  Arkansas,  New  Mexico,  Oklahoma, 
West  Virginia,  Mississippi,  and  Massachusetts. 

• MPACT  has  interface  relationships  with  5 1 other  regional  and 
national  networks  (such  as  CIRRUS,  PULSE,  American  Express, 
HONOR,  and  DISCOVER)  which  allow  approximately  50  million 
additional  holders  of  debit  cards  access  to  the  MPACT  Network  and 
makes  over  70,000  additional  ATMs  available  to  MPACT 
cardholders. 

Insurance  and  Health  Care: 

EDS  provides  a range  of  services  to  commercial  insurance  companies, 

Blue  Cross  and  Blue  Shield  organizations,  and  managed  care  groups. 

During  1992,  EDS  processed  545  million  health  care  claims  covering 

60.4  million  individuals.  There  are  over  170  customers,  including  66 

Blue  plans  in  NASCO,  representing  almost  30%  of  the  insured  U.S. 

population. 

Contract  awards  include  the  following: 

■ During  1991,  EDS  extended  its  22-year  association  with  Blue  Shield 
of  California  with  an  agreement  to  install  advanced  membership  and 
claims  systems  and  a management  data  base  information  reporting 
system. 

• Also  during  1991,  EDS  unveiled  a new,  integrated  medical 
information  system  for  HMOs  and  large  group  practices.  The 
system  was  designed  by  InterPractice  Systems,  a joint  venture 
between  EDS  and  the  Harvard  Community  Health  Plan  of 
Brookline  (MA). 

• During  1992,  EDS  was  awarded  its  largest  contract  ever  in  the  health 
and  benefits  area  (extending  a 2-year  relationship)  and  the  second- 
largest  commercial  contract  in  company  history-by  Blue  Cross  and 
Blue  Shield  of  Massachusetts.  Under  the  10-year,  systems 
management  agreement,  EDS  assumed  responsibility  for  all  IT 
services. 
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• During  1992,  under  an  expanded  1991  contract,  EDS  signed  an 
agreement  with  Fremont  Pacific  Insurance  Group,  one  of  the  top  20 
providers  of  workers'  compensation  insurance  in  the  U.S. 

• During  1992,  EDS  extended  its  business  relationship  with  Jackson 
National  Life  with  a 10-year  systems  management  agreement. 

• During  1992,  EDS  signed  an  agreement  with  Group  Health 
Cooperative  of  Puget  Sound,  the  nation's  second  largest  staff-model 
HMO,  to  provide  a software  license  and  service  contract  for  a 
managed  care  administrative  system  to  support  membership,  billing, 
provider  management,  authorization  management,  and  claims 
processing. 

• In  early  1993,  EDS  was  awarded  a 3-year  contract  with  Blue  Cross 
and  Blue  Shield  of  Texas  to  install  and  upgrade  its  Medicare  claims 
processing  system  and  provide  ongoing  consulting  and  maintenance. 

• EDS  will  provide  an  imaging  and  intelligent  character  recognition 
(ICR)  system  for  Sanus  Corp.  Health  System,  a managed  care 
company.  This  is  the  first  imaging  and  ICR  agreement  EDS  has 
signed  with  an  HMO  and  builds  on  EDS'  existing  imaging  and  ICR 
installations  at  several  Blue  Cross  and  Blue  Shield  Plans. 

• EDS  is  assuming  operations  of  Blue  Cross  and  Blue  Shield  of 
Maryland's  LifeCard  division,  which  transmits  5.8  million  claims 
annually  via  its  electronic  network. 

• During  1992,  EDS  signed  a dedicated  services  agreement  with 
Emperion  Corporation,  a benefits  administration  and  managed  care 
services  company  that  specializes  in  helping  employers  control  their 
health  care  costs. 

In  1992,  EDS  signed  an  agreement  with  The  Freedom  Group  (TFG),  a 
provider  of  insurance  industry  software  systems  and  services.  This 
alliance  combines  TFG's  property  and  casualty  software  products  and 
third-party  administration  experience  with  EDS'  consulting,  systems 
integration,  and  systems  management  expertise. 

EDS  has  announced  its  intention  to  establish  a technology  service 
center  in  Urbandale  (lA),  that  will  provide  insurance  companies  with 
document  processing  technology  on  a shared  basis. 

Retail: 

The  Retail  Services  Division,  part  of  the  Commercial  Services  SBU, 
provides  business  and  IT  products  and  services  to  retailers  in  the 
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department,  specialty  apparel,  drug,  convenience  store,  food  and 
beverage,  and  discount  and  wholesale  club  segments. 

During  1992,  EDS  won  systems  management  contracts  with  Bruno's 
Inc.,  owner  of  253  food  stores;  McRae's,  a family-owned  regional 
department  store  retailer;  Smith's  Food  & Drug  Centers;  and 
Montgomery  Ward  & Co. 

Communications: 

This  unit  serves  the  telecommunications,  cellular,  cable,  entertainment, 
and  publishing  industries.  Products  and  services  include  industry- 
specific  offerings  such  as  billing,  customer  information,  customer 
service,  operator  support  services,  cellular  intercarrier  services,  and 
cellular  management  information  management  system/billing  services. 

Contract  examples  include  the  following: 

• A six-year  systems  integration  contract  with  Video  Cable 
Comunicacion  ( VCC)  of  Buenos  Aires  to  provide  a systems  solution 
for  VCC's  information  management  and  billing  needs 

• A long-term  agreement  with  long  distance  telecommunications 
provider  Advanced  Telecommunications  Corporation  (ATC)  to 
provide  a range  of  operator  services.  The  agreement  complements 
an  existing  contract  under  which  EDS  oversees  the  operation  of 
ATC's  billing  system. 

• A multiyear  contract  to  provide  services  to  install  a satellite 
television  network  for  Multimedia  Marketing  Networks 

• A six-year  contract  to  provide  switch  tape  processing,  bill  production 
and  mailing  of  customer  invoices  for  regional  interexchange  carrier 
Business  Telecom  Inc. 

• A two-year  professional  services  agreement  with  Venezuela's 
national  telephone  company 

Transportation: 

The  Transportation  Group,  with  approximately  2,000  employees 
worldwide,  provides  IT  services  to  the  travel,  freight,  and  fleet  markets. 

Contract  examples  include  the  following: 

• In  early  1993,  EDS  was  awarded  a ten-year  information  technology 
agreement  with  Carnival  Airlines  to  provide  hardware  and  services 
from  EDS'  Shared  Airline  Reservation  System  and  Phoenix  Flight 
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Planning  System.  EDS  will  manage  the  voice  and  data  networks 
required  to  support  the  systems. 

• During  1992,  EDS  was  awarded  a systems  management  contract  by 
Dalfort  Aviation,  one  of  the  top  third-party  maintenance  and 
engineering  services  companies. 

• In  1992,  EDS  was  awarded  a five-year  contract  from  Air  Aruba  to 
provide  the  SHARES  Airline  Passenger  Processing  System,  network 
management,  and  a dedicated  data  telecommunications  network. 

Energy /Utilities: 

The  Energy/Chemical  Group  provides  IT  products  and  services  to 

petroleum,  natural  gas,  mining,  chemical  pharmaceutical,  environment, 

and  electric  utility  customers. 

Contract  examples  include  the  following: 

• In  Europe,  EDS  and  Data  Marine  Systems  Limited  were  awarded  a 
contract  by  British  Petroleum  Exploration  to  provide  information 
technology  support  services  and  offshore  communications. 

• A 10-year  agreement  with  Washington  Water  Power  to  provide  data 
processing,  application  development,  system  maintenance,  and 
information  center  support 

• A five-year  systems  management  extension  with  Placid  Oil  Co. 

• A 12-year  systems  management  contract  with  lES  Industries,  a utility 
holding  company  whose  principal  subsidiaries  include  Iowa  Electric 
Light  and  Power  and  Iowa  Southern  Utilities 

• A three-year  extension  to  an  information  technology  services 
agreement  with  natural  gas  company  Enron  Corp.  Separately,  EDS 
purchased  3.5  million  shares  of  Enron  for  approximately  $149.5 
million. 

• A systems  management  contract  with  United  States  Borax  and 
Chemical  Corp.  and  its  subsidiary,  U.S.  Silica  Company 

• EDS  also  has  a 10-year  systems  management  contract  with  Cyprus 
Minerals  (Engelwood,  CO). 

M anufacturing: 

EDS  provides  a range  of  professional  and  systems  management  services 

to  manufacturing  and  distribution  companies  worldwide.  EDS' 
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expertise  encompasses  a range  of  discrete  and  process  manufacturing 
markets  including  aerospace  and  defense,  automotive,  distribution, 
heavy  machinery,  food  processing,  instruments,  high  technology, 
electrical/electronic  equipment,  and  primary/metal  industries. 

Contract  examples  include  the  following: 

• In  early  1993,  EDS  was  awarded  a systems  development  contract  by 
AlliedSignal  to  develop  and  implement  a system  that  provides 
worldwide  access  to  information  on  suppliers,  contracts,  parts,  and 
commodities  using  a client/server-based  repository. 

• A 5-year  systems  management  contract  with  Kaiser  Foundation 
Health  Plan  to  provide  operations,  systems  development,  network, 
and  training  services  to  Kaiser's  support  regional  distribution  center 
in  Livermore  (CA) 

• In  late  1992,  EDS  was  awarded  a 10-year  systems  management 
agreement  by  Bethlehem  Steel  Corp.  to  manage  all  of  Bethlehem 
Steel's  computer  and  communications  operations-from  process  and 
control  computers  on  the  plant  floor  to  the  mainframe  systems  that 
run  the  accounting  and  finance  operations. 

■ During  1992,  EDS  enhanced  its  relationship  with  Del  Monte  Foods 
with  a 10-year  systems  management  contract  to  provide  all 
applications  enhancements,  information  processing,  and 
telecommunications  management. 

• EDS  will  manage  product  integration  and  distribution  processes  in 
North  America  for  Memorex  Telex  N.V.'s  desktop  systems. 

• EDS  has  a systems  development  and  support  agreement  with  Baxter 
Diagnostics  to  develop,  test,  and  implement  a quality  management 
system. 

• EDS  was  selected  by  Nestle  USA  to  manage  the  migration  of 
Nestle's  corporate  data  processing  center  from  Los  Angeles  to 
Tempe. 

• EDS  has  a 10-year  systems  management  contract  valued  at  $100 
million  with  Signetics  Company  of  Sunnyvale  (CA),  a subsidiary  of 
North  American  Philips  Corporation. 

• EDS  also  has  systems  management  contracts  with  Saab  Cars  USA, 
PPG  (formerly  Pittsburgh  Plate  Glass  Company),  and  Anchor  Glass. 
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International: 

Recent  contract  examples  include  the  following: 

• In  April  1993,  EDS  and  Kooperativa  Furbundet  (KF),  the  fifth 
largest  business  conglomerate  in  Sweden,  announced  an  agreement 
in  principle  by  which  EDS  will  become  KF's  primary  IT  services 
supplier  under  a 10-year  outsourcing  relationship.  EDS  will  be 
taking  over  KF's  IT  services  operations,  a business  with  1992 
revenues  of  $98  million  and  nearly  600  employees. 

• In  Britain,  EDS-Scion  won  a contract  with  London  Underground 
Limited  to  provide  technical  support  to  the  centrally  controlled, 
train-arrival  and  service-status  system  for  London  Underground's 
Central  Line. 

• In  Spain,  EDS  signed  a systems  management  agreement  with  Deutz- 
Diter,  Spanish  subsidiary  of  German  Diesel  engine  producer 
Klockner-Humboldt-Deutz  AG,  to  implement  an  integrated 
manufacturing  system  that  includes  production,  commercial,  and 
financial  modules. 

• In  Europe,  EDS  won  systems  management  agreements  with 
Klockner-Humboldt-Deutz  AG  (KHD),  a major  diesel  engine 
producer,  and  with  Groupama  Iberica,  a Spanish-based  insurance 
company. 

■ Also  in  Europe,  EDS  won  the  largest  systems  management  contract 
awarded  in  1992  in  France.  EDS  will  develop,  maintain,  and  operate 
warehouse,  logistics,  and  distribution  applications  for  Mory  TNTE, 
the  road  freight  and  transportation  subsidiary  of  the  Novalliance 
Group. 

• In  December  1992,  EDS  was  awarded  a 10-year  systems 
management  agreement  with  Australia-based  Southern  Cross 
Airlines  Holdings  Ltd.  to  manage  reservation,  financial,  and  flight 
operation  systems  and  telecommunications  for  Southern  Cross'  new 
carrier.  Compass  Airlines. 

• During  1992,  EDS  was  selected  by  Polska  Telefonia  Komorkowa  to 
provide  the  information  management  and  billing  system  for  Poland's 
national  cellular  network. 

General  Motors: 

EDS'  GM  revenue  comes  from  designing,  installing,  and  operating  GM 

information  systems  and  supporting  the  automaker's  large  private 

digital  telecommunications  network. 
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• During  1992,  in  continued  support  of  GM,  EDS  signed  a long-term 
agreement  to  provide  all  computer  information  processing  and 
communications  services  for  GM's  North  American  Operations 
activities. 

• EDS  has  completed  the  implementation  of  GM's  Processing  to  the 
Product  Description  System  at  all  North  American  vehicle  platforms. 
For  the  first  time  in  GM's  history,  vehicle  assembly  specifications  are 
now  common  at  these  locations. 

• During  1992,  EDS  signed  an  agreement  to  provide  card  processing 
and  network  communications  services  to  Household  Credit  Services 
and  GM  in  support  of  GM's  new  multipurpose  credit  card. 

EDS  continues  to  support  all  other  areas  of  General  Motors,  including 

GMAC  and  staff  and  administrative  functions. 


Approximately  41%  ($3.35  billion)  of  EDS'  total  1992  revenue  was 
derived  from  its  parent  company,  GM,  and  2%  was  derived  from 
interest  and  other  sources.  The  remaining  57%  ($4.8  billion)  of  total 
revenue  was  derived  from  clients  in  various  industries,  including 
banking  and  finance,  insurance,  manufacturing  and  distribution, 
government,  retail,  communications,  transportation,  and  energy. 

EDS'  1992  sources  of  revenue  by  industry  market  follows: 


Manufacturing 

33% 

Financial 

12% 

Government 

12% 

Insurance 

5% 

Commercial /other 

15% 

International 

23% 

100% 

"Commercial/other"  primarily  includes  wholesale/retail,  energy, 
communications,  and  transportation. 


Approximately  77%  of  EDS'  total  1992  revenue  was  derived  from  the 
U.S.  The  remaining  23%  was  derived  from  international  sources. 

Of  EDS'  71,000  employees,  more  than  15,000  work  at  locations  outside 
the  U.S.  EDS  has  nearly  850  locations  worldwide. 

It  is  estimated  that  EDS'  $3.7  billion  in  U.S.  noncaptive  information 
services  revenue  was  derived  as  follows: 
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Computer 

Hardware 


Systems  operations*  48% 

Systems  integration  17% 

Systems  development  12% 

Software  products/turnkey  systems  11% 
Business  process  management  10% 

Consulting  2% 


100% 


* Includes  processing/network  services 


EDS  currently  operates  18  Information  Processing  Centers  (IPCs) 
worldwide. 

• EDS  has  multiple  mainframes  from  various  manufacturers-- 
including  IBM,  Hitachi  Data  Systems,  and  Amdahl  systems-installed 
at  these  centers. 

• There  are  four  IPCs  in  Plano  (TX).  Other  IPC  locations  include 
Sacramento  (CA),  Camp  Hill  (PA),  Auburn  Hills  (MI),  Charlotte 
(NC),  Dayton  (OH),  Herndon  (VA),  Oshawa  (Canada),  Paris 
(France),  Stockley  Park  (England),  Zaragoza  (Spain),  Russelsheim 
(Germany),  Sao  Paulo  (Brazil),  and  Spijkenisse  (Netherlands). 

EDS'  Information  Management  Center  (IMC)  in  Plano  (TX)  is  a 
network  command  site  responsible  for  managing  EDS* NET,  EDS' 
private  digital  network  that  will  ultimately  manage  the 
telecommunications  needs  of  EDS'  Information  Processing  Centers. 
Through  EDS*NET,  over  1.1  billion  transactions  are  processed  each 
month. 
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ELECTRONIC  DATA  SYSTEMS  Lester  M.  Alberthal,  Jr.,  Chairman,  President, 

CORPORATION  and  CEO 


7171  Forest  Lane 
Dallas,  TX  75230 
(214)  604-6000 

Wholly  Owned  Subsidiary  of  General  Motors 
Corporation,  GM  Class  E Stock,  NYSE 
Total  Employees:  61,000(12/90) 

Total  Revenue,  Fiscal  Year  End 
12/31/90:  $6,108,800,000 
Non-GM  Information  Services  Revenue: 
$2,787,500,000 

The  Company 

Electronic  Data  Systems  Corporation  (EDS),  founded  in  1962,  is  a 
leading  information  and  communications  services  company 
providing  information  processing,  consulting,  systems  management, 
systems  integration,  and  communications  services  to  the  financial, 
insurance,  commercial,  and  communications  industries  domestically 
and  internationally  and  to  state  and  federal  government.  These 
markets  include  banking;  credit  unions;  property,  life,  health,  and 
casualty  insurance;  distribution;  manufacturing;  transportation; 
retail;  and  energy. 

• EDS  currently  has  66,000  employees  and  more  than  7,400  clients 
in  all  50  states  and  28  other  countries. 

• EDS’  largest  client  is  General  Motors  Corporation  (GM)  and  its 
subsidiaries,  which  contributed  approximately  53%  ($3.23 
billion)  to  EDS'  1990  revenue. 

EDS,  acquired  by  GM  in  October  1984,  operates  as  an  independent 
subsidiary  of  GM.  EDS'  performance  forms  the  base  from  which 
any  dividend  on  the  GM  Class  E common  stock  will  be  declared. 
These  earnings  include  income  earned  from  services  provided  to 
GM  and  its  other  subsidiaries. 

EDS'  total  1990  revenue  reached  $6.1  billion,  a 12%  increase  over 
1989  revenue  of  $5.5  billion.  Net  income  rose  14%,  from  $435.3 
million  in  1989  to  over  $496.9  million  in  1990.  A five-year  financial 
summary  follows: 
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ELECTRONIC  DATA  SYSTEMS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1990 

1989 

1988 

1987 

1986 

CAGR 

Revenue 

• Percent  increase 

$6,108.8 

$5,466.8 

$4,844.1 

$4,427.7 

$4,366.0 

9% 

from  previous  year 

12% 

13% 

9% 

1% 

27% 

Income  before  taxes 
• Percent  increase 

$788.7 

$680.3 

$589.4 

$524.3 

$464.0 

14% 

from  previous  year 

16% 

15% 

12% 

13% 

28% 

• Gross  margin 

13% 

12% 

12% 

12% 

11% 

Net  income 
• Percent  increase 

$496.9 

$435.3 

$384.1 

$323.1 

$260.9 

17% 

from  previous  year 

14% 

13% 

19% 

24% 

37% 

• Net  margin 

8% 

8% 

8% 

7% 

6% 

Earnings  per  share  (a) 
• Percent  increase 

$2.08 

$1.81 

$1.57 

$1.33 

$1.07 

18% 

from  previous  year 

15% 

15% 

18% 

24% 

35% 

fa)  Restated  to  reflect  a 2-for- 1 stock  split  declared  on  February  5,  1990. 


A further  breakdown  of  1990,  1989,  and  1988  revenue  follows 
($  millions): 


FISCAL  YEAR 

REVENUE  SOURCE 

1990 

1989 

1988 

Systems  and  contracts 
Outside  customers 
’ GM  and  subsidiaries 

$2,787.5 

3.234.2 

$6,021.7 

$2,384.6 

2.988.9 

$5,373.5 

$1,907.6 

2.837.0 

$4,744.6 

Interest  and  other 

$87.1 

$93.3 

$99.5 

TOTAL 

$6,108.8 

$5,466.8 

$4,844.1 

EDS  management  attributes  1990  revenue  increases  to  the 
following: 

• Business  with  non-GM  customers  rose  17%  during  1990  and 
accounted  for  47%  of  total  revenue,  compared  with  45%  of  total 
revenue  in  1989  and  41%  of  total  revenue  in  1988. 
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Revenue  for  the  nine  months  ending  September  30, 1991  reached 
$5.01  billion,  a 14%  increase  over  $4.4  billion  for  the  same  period  in 
1990.  Net  income  rose  12%,  from  $363.5  million  to  $407.1  million. 
Revenues  from  EDS'  non-GM  business  was  up  26%  in  the  third 
quarter  and  accounted  for  nearly  51%  of  total  revenues--the  highest 
percentage  since  GM  acquired  EDS  in  1984. 

( 

During  1989,  EDS  restructured  its  operations  into  38  strategic 
business  units  and  49  strategic  support  units.  During  1990,  EDS 
expanded  to  39  strategic  business  units.  The  chart  below  separates 
EDS'  revenues  by  current  major  business  segments: 


ELECTRONIC  DATA  SYSTEMS  CORPORATION 
SOURCE  OF  REVENUE  BY  INDUSTRY  GROUP 
($  millions) 


FISCAL  YEAR 

ITEM 

1990 

1989 

1988 

1987 

Manufacturing 

40% 

41% 

44% 

48% 

Financial 

14% 

15% 

14% 

10% 

Government 

10% 

11% 

12% 

12% 

Insurance 

5% 

6% 

7% 

7% 

International 

18% 

15% 

15% 

14% 

Other 

13% 

12% 

8% 

9% 

TOTAL 

100% 

100% 

100% 

100% 

The  company's  current  organization  is  summarized  in  the  exhibit. 

• EDS  also  holds  a 20%  equity  in  Hitachi  Data  Systems  Corp.,  a 
joint  venture  with  Hitachi  Ltd.  Formed  in  1989,  the  joint  venture 
markets  and  distributes  Hitachi  PMC  mainframe  and  peripheral 
equipment. 

Recent  acquisitions  announced  by  EDS  include  the  following: 

• In  November  1991,  EDS  completed  the  acquisition  of 
McDonnell  Douglas  Systems  Integration  Company  (MDSI). 

- MDSI,  with  over  2,000  employees  and  worldwide  revenue  of 
$398  million  in  1990,  provides  systems  integration, 
professional  services,  and  CAD  software  products. 
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- Included  in  the  MDSI  acquisition  are  the  Unigraphics  and 
Graphics  Design  System  (GDS)  product  lines  and  Shape  Data, 
a solids  modeling  research,  development,  and  engineering 
company  based  in  Cambridge,  England. 

In  October  1991,  EDS  acquired  the  assets  of  Creative  Software 
Systems,  Inc.  (CMS)  of  Toms  River  (NJ). 

- CMS  provides  information  management  services  to  the  cable 
TV  Industry,  including  subscriber  and  financial  management 
systems,  bill  processing,  and  mailing  services. 

- CMS  serves  more  than  150  multiple-system  operators  and 
independent  operators  worldwide. 

In  August  1991,  EDS  finalized  its  acquisition  of  SD-Scion,  an 
international  systems  integration,  professional  services,  and 
processing  firm  based  in  the  U.K. 

- SD-Scion,  with  approximately  5,000  employees  and  1990 
revenue  of  about  $406  million  (U.S.)  now  operates  as  a 
subsidiary  of  EDS. 

In  June  1991,  EDS  completed  the  acquisition  of  Infocel,  Inc.  of 
Raleigh  (NC).  Terms  of  the  purchase  were  not  disclosed.  EDS 
originally  acquired  a 30%  share  of  Infocel  in  March  1990. 

- Infocel,  with  131  employees  and  fiscal  1990  revenue  of  $15.9 
million,  provides  turnkey  systems  and  associated  professional 
services  to  local  governments.  The  privately-held  company 
has  over  400  customers  in  38  states  and  five  Canadian 
provinces. 

- Infocel  will  operate  as  a wholly  owned  subsidiary  of  EDS, 
reporting  through  EDS'  State  Operations  Division,  which  is 
responsible  for  local  government  business. 

In  March  1991,  EDS  acquired  the  assets  of  Operator  Assistance 
Network  (OAN)  of  Van  Nuys  (CA)  from  Com  Systems.  The 
acquisition  expands  EDS'  services  for  the  communications 
industry. 

- OAN  provides  billing  and  collection  services,  specialized  data 
processing,  and  receivables  financing  to  interexchange 
carriers,  operator  service  providers,  information  service 
providers,  and  payphone  owners. 
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Key  Products  and 
Services 


- OAN  has  approximately  200  customers  and  $250  million  in 
annual  billing  and  collection  transactions. 

• In  February  1991,  EDS  acquired  the  Long  Distance  Billing 
System,  a customer  management  and  billing  system  for 
telecommunications  firms,  from  Lubbock  Data  Center,  Inc.  of 
Lubbock  (TX). 

• In  October  1990,  EDS  acquired  Appex  Corporation  of  Waltham 
(MA).  Terms  of  the  purchase  were  not  disclosed. 

- Appex  provides  software  products  and  processing  services  to 
the  cellular  industry  for  use  in  customer  management  and 
billing,  caller  authorization,  fraud  prevention,  and  intercarrier 
settlement. 

- Appex  has  been  renamed  EDS  PCC  and  now  operates  as  a 
wholly  owned  subsidiary  of  EDS  within  the  Communications 
Industry  Division. 

Major  competitors  of  EDS  by  product/service  area  include  the 
following: 

• Insurance  claims  processing;  Computer  Sciences  Corporation 
(CSC),  Policy  Management  Systems  Corporation,  and  Unisys. 

• Government  systems:  CSC,  Martin  Marietta,  PRC  (Black  & 
Decker),  and  Boeing  Computer  Services 

• Credit  unions:  Control  Data  Credit  Union  Services  and  FIserv 

• Remote  computing  services:  Boeing  Computer  Services,  Martin 
Marietta,  CSC,  and  GE  Information  Services 

• Systems  integration:  Andersen  Consulting,  Scientific 
Applications  International,  BDM  International,  Unisys,  and  IBM 

• Systems  operations/facilities  management:  Andersen 
Consulting,  CSC,  and  Systematics 


EDS'  1990  systems  and  contracts  revenue  was  derived 
approximately  as  follows: 
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ELECTRONIC  DATA  SYSTEMS  CORPORATION 
1990  SOURCE  OF  REVENUE 
($  millions) 


SERVICE 

U.S. 

INTERNATIONAL 

TOTAL 

Systems  Management 

$3,424.2 

$821.3 

$4,245.5 

Systems  Integration 

786.7 

100.2 

886.9 

Development 

598.6 

130.6 

729.2 

Consultative 

126.0 

33.7 

159.7 

TOTAL 

$4,935.5 

$1,085.8 

$6,021.3 

EDS  services  are  offered  as  follows; 

• Systems  Management: 

- Facilities  Management  (FM):  EDS  assumes  virtually  all  of 
the  data  processing  and  communications  requirements  for  the 
customer  over  a multiyear  term.  Responsibilities  include  the 
design  and  implementation  of  business  information  systems, 
the  staffing  of  the  data  processing  functions,  the  development 
and  maintenance  of  necessary  software,  and  the  operation  of 
all  computer  activities. 

- Fiscal  Agent:  EDS  is  responsible  for  all  data  processing 
functions  as  well  as  other  administrative  duties.  These  duties 
may  include  processing  and  paying  claims  as  well  as  ensuring 
proper  coordination  of  benefits. 

- Processing  Services:  EDS  provides  data  processing  services 
from  an  EDS  data  center  billed  on  a predetermined  minimum 
monthly  basis,  usually  based  on  the  number  of  transactions. 

• Systems  Integration:  EDS  designs,  implements,  and  installs  the 
appropriate  combination  of  hardware  and  software  integrated 
into  a total  system  designed  to  fulfill  the  customer's  processing 
and  communications  requirements. 

• Development  (Professional  Services):  EDS  provides  system 
design,  custom/contract  programming,  and  joint  development 
service. 

• Consultative  (Professional  Services):  These  services  include 
strategic  and  tactical  information  technology  assessment  and 
planning;  industry-specific  and  conversion  consulting;  business 
process  reengineering;  and  education  and  training. 
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A summary  of  EDS'  products  and  services  by  industry  market 
follows: 

Government: 

EDS  provides  systems  management  and  systems  integration  services 
to  federal,  state,  and  local  government  customers. 

Recent  contract  examples  include  the  following: 

• During  the  first  quarter  of  1991,  EDS  won  a recompetition  for  a 
five-year  contract  to  operate  and  maintain  the  driver  licensing 
and  motor  vehicle  registration  system  for  the  state  of 
Massachusetts. 

■ During  the  second  quarter  of  1991,  EDS  was  awarded  federal 
contracts  with  the  Defense  Communications  Agency  (to  provide 
technical,  managerial,  and  operation  expertise). 

• During  the  fourth  quarter  of  1990,  EDS  won  a five-year  contract 
to  design,  develop,  implement,  and  operate  the  Automated 
Fingerprint  Image  Reporting  and  Match  (AFIRM)  System  for 
the  Los  Angeles  County  Department  of  Public  Social  Services. 

■ In  September  1990,  EDS  received  a five-year,  $40  million 
contract  to  design  and  operate  a parking  enforcement 
management  system  for  the  city  of  Chicago. 

• In  August  1990,  EDS  won  a five-year  contract  to  provide  life 
cycle  management  services  of  Standard  Army  Management 
Information  Systems  for  the  Army's  Information  Systems 
Software  Center  at  Fort  Belvoir  (VA).  Maximum  life  cycle  value 
is  approximately  $116  million. 

• In  July  1990,  EDS  signed  the  Small  Multi-user  Computer  (SMC) 
contract  with  the  U.S.  Army  to  provide  multiuser  microcomputer 
systems  and  services  to  the  Army,  Navy,  and  Defense  Logistics 
Agency.  Depending  on  orders,  the  value  of  the  contract  could 
reach  $700  million  or  more. 

EDS  currently  provides  Medicaid  claims-processing  services  for  17 
states  and  processes  more  than  two-thirds  of  all  Medicaid  claims 
submitted  in  the  U.S.  Medicaid  contract  awards  include  the 
following: 

• EDS  has  a five-year  $77.9  million  contract  with  Georgia's 
Department  of  Medical  Assistance  to  provide  claims  processing 
and  management. 
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• In  April  1991,  EDS  was  awarded  a two-year  (plus  one  two-year 
option),  $20  million  contract  with  the  Indiana  Department  of 
Public  Welfare  to  underwrite  and  operate  the  state's  Medicaid 
Management  Information  Systems  (MMIS). 

• Other  Medicaid  claims-processing  clients  include  California 
(Department  of  Health  Services),  Kansas  (Department  of  Social 
and  Rehabilitation  Services),  and  Texas  (Department  of  Human 
Services). 

As  a result  of  the  acquisition  of  Infocel,  EDS  also  provides  a range 
of  UNIX-based  turnkey  systems  to  state  and  local  governments, 
schools  (K-12),  and  public-safety  departments.  Current  system 
offerings  include: 

• Financial  Management  System 

• Public  Administrative  System 

• Geographic  Information  System 

• Geographic  Reporting  and  Analysis  System 

• Utility  Billing  and  Collections  System 

• Systems  Design  and  Productivity  Aids 

• SchoolPlus  School  Administration  System 

• Public  Safety  System. 

Banking  and  Finance: 

EDS  offers  financial  institutions  technology-based  business 
solutions  through  systems  integration,  facilities  management 
(systems  operations),  and  service  bureau  operations.  The 
company's  products  and  services  include  data  processing, 
communications,  information  management,  back-office,  bank  card, 
and  payment  services.  The  company  currently  serves  more  than 
5,000  banks,  credit  unions,  and  savings  institutions  worldwide. 

Recent  contract  awards  from  financial  customers  include  the 
following: 

• During  the  second  quarter  of  1991,  EDS  signed  a systems 
management  contract  with  Signet  Banking  Corp.  of  Richmond 
(VA)  whereby  EDS  will  convert  Signet's  existing  applications 
into  an  integrated  system  and  manage  the  system  engineering, 
computer  operations,  and  network  services. 

• In  early  1991,  EDS  was  awarded  a five-year  contract  by  The 
River  Forest  Bancorp  (Chicago)  to  provide  full-service 
processing  for  its  seven  banks. 
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• During  1990,  EDS  reached  a 10-year,  $450  million  agreement 
with  First  Fidelity  Bancorporation  of  Lawrenceville  (NJ)  to 
convert  the  bank's  applications  into  a unified  companywide 
platform,  consolidate  the  bank's  data  center  operations  at  a 
single  site,  and  manage  that  facility. 

• EDS  also  reached  a 10-year  agreement  with  First  USA  Merchant 
Services  to  provide  a complete  line  of  card-processing  services. 

Presently,  EDS  processes  information  for  more  than  12  million 

credit  union  members  and  more  than  2,300  credit  unions. 

• During  the  second  quarter  of  1991,  EDS  signed  systems 
management  contracts  with  the  Motorola  Employees  Credit 
Union-West  (Scottsdale,  AZ),  the  District  Government 
Employees  Credit  Union  (Washington,  D.C.),  the  Washington 
State  Employees  Federal  Credit  Union  (Olympia,  WA),  and  the 
Orange  County  Federal  Credit  Union  (Santa  Ana,  CA). 

• In  April  199T,  EDS  was  awarded  an  eight-year  systems 
management  contract  with  Texins  Credit  Union  (Richardson, 
TX)  for  large-scale  sytems  development  of  enhanced  teller 
security,  cash  control,  ATM  administration,  and  forms  control 
systems. 

• In  early  1991,  EDS  also  won  a five-year  systems  managment 
contract  with  the  Denver  Credit  Union  Group. 

Major  bank  processing  applications  include  the  following: 

• EDS'  Integrated  Financial  System  (IFS)  uses  a common  data 
base  to  provide  a range  of  automated  processing  options-from 
retail  lending  and  deposits,  to  mortgage  banking  and  commercial 
lending. 

• The  Deposit  System  allows  a financial  institution  to  offer  a 
variety  of  deposit  products  to  commercial  and  individual 
customerS“including  checking  accounts,  savings  accounts, 
certificates  of  deposit,  tiered  interest  rate  money  market 
accounts,  and  IRA  and  Keogh  accounts. 

• The  Loan  System  processes  the  financial  institution's  consumer, 
commercial,  and  mortgage  loan  portfolios. 

• The  Financial  Accounting  and  Reporting  System  provides 
general  ledger,  budgeting,  financial  accounting,  and  cost- 
accounting capabilities  for  financial  institutions.  Asset  and 
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liability  management  systems,  planning  and  forecasting  systems, 
and  other  financial  management  services  are  also  provided. 

• The  Customer  Information  System  integrates  all  of  a financial 
institution's  banking  applications  into  a single  system  and 
provides  an  information  data  base  and  the  accounting  and  audit 
controls  necessary  to  maintain  the  data  base. 

Financial  transaction  processing  applications,  generally  available 
both  domestically  and  internationally,  include  the  following: 

' The  Card  Processing  Service  is  a transaction  processing  service 
for  the  financial  and  retail  industries.  The  service  supports 
credit,  debit,  and  private-label  card  programs. 

• The  Merchant  Accounting  Service  provides  merchant  transaction 
processing  to  the  financial  and  retail  industries.  Merchant  base 
profitability  assessments  are  also  provided. 

• The  IstAdvantage  Program  offers  an  integrated  service  for  credit 
card  issuance,  customer  service,  and  merchant  account  servicing. 

Back-office  services  include  proofing  and  encoding,  bulk  statement 
filing,  statement  mailing,  and  truncation  to  accommodate  additional 
check  processing  needs  of  customers.  Other  services  include 
account  reconciliation  processing,  document  storage,  filming, 
stamping,  archival  storage,  and  statement  rendering. 

Microcomputer  software  and  related  products  permit  remote  access 
to  EDS'  mainframes.  Products  are  available  for  asset/liability 
management,  financial  management  information,  loan  origination 
and  document  printing,  loan  loss  control,  safe  deposit  box 
management,  call  reporting,  back-up  withholding  (1099s),  general 
ledger,  fixed-asset  accounting,  and  planning  and  budgeting. 

EFT  services  are  provided  to  financial  institutions  and  retailers 
through  The  Exchange  and  MPACT  networks. 

• The  MPACT  Network,  established  in  1979,  includes 
approximately  1,300  MPACT  ATMs  and  approximately  2.5 
million  MPACT  debit  cards  issued  to  customers  of  member 
financial  institutions  located  primarily  in  Texas,  Louisiana, 
Arkansas,  New  Mexico,  Oklahoma,  West  Virginia,  Mississippi, 
and  Massachusetts. 

• MPACT  has  interface  relationships  with  51  other  regional  and 
national  networks  (such  as  CIRRUS,  PULSE,  American  Express, 
HONOR,  and  DISCOVER)  which  allow  approximately  50 
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million  additional  holders  of  debit  cards  access  to  the  MPACT 
Network  and  makes  over  70,000  additional  ATMs  available  to 
MPACT  cardholders. 

Insurance/Medical: 

EDS  provides  FM  and  processing  services  and  turnkey  systems  to 
commercial  insurance  companies  and  Blue  Cross/Blue  Shield 
organizations  (where  state  money  is  not  involved). 

• During  1990,  EDS  processed  over  450  million  life,  health,  and 
casualty  insurance  claims,  compared  to  391  million  claims  in 
1989. 

Recent  contract  awards  include  the  following: 

• During  the  second  quarter  of  1991,  EDS  extended  its  22 -year 
association  with  Blue  Shield  of  California  with  an  agreement  to 
install  advanced  membership  and  claims  systems  and  a 
management  data  base  information  reporting  system. 

• Also  in  the  second  quarter,  EDS  unveiled  a new,  integrated 
medical  information  system  for  HMOs  and  large  group  practices. 
The  system  was  designed  by  InterPractice  Systems,  a joint 
venture  between  EDS  and  the  Harvard  Community  Health  Plan 
of  Brookline  (MA). 

In  March  1990,  EDS  and  American  International  Healthcare,  Inc. 
(AIH),  a subsidiary  of  American  International  Group,  announced 
plans  to  jointly  develop  and  market  managed-care  information 
systems  for  the  health  insurance  marketplace  in  the  U.S.  and 
abroad. 

• The  foundation  of  the  alliance  is  AIH's  TOPPS,  an  IBM-based 
multioption  system  that  processes  insurance  claims  for  group 
health  insurers,  preferred-provider  organizations,  and  health 
maintenance  organizations. 

Commercial/Intemational: 

EDS  also  provides  a range  of  systems  operations,  systems 
integration,  and  professional  services  to  domestic  and  international 
clients.  Examples  of  recent  contracts  in  EDS-defined  vertical 
markets  follow: 
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• Communications: 

■ During  the  first  quarter  of  1991,  EDS  concluded  negotiations  on 
a five-year  general-services  agreement  with  AT&T  to  supply 
AT&T  with  a range  of  information  technology  services,  from 
consulting  to  systems  development  and  processing. 

• During  1991,  EDS  signed  a systems  management  contract  with 
Meredith  Corporation. 

• In  late  1990,  EDS  won  a contract  to  install  and  operate  a new 
billing  system  for  Advanced  Telecommunications  Corp,  the 
nation's  fourth  largest  publicly-held  long-distance 
telecommunications  provider. 

• Transportation: 

• In  June  1991,  EDS  won  a 10-year  contract  with  Hospitality 
Franchise  Systems,  Inc.  to  support  the  marketing  and  reservation 
operations  for  Ramada  and  Howard  Johnson  hotels  worldwide. 

■ In  April  1991,  EDS  and  Continental  Airlines  Holdings,  Inc. 
signed  10-year  systems  management  agreements  valued  at  $2.1 
billion.  EDS  will  assume  responsibility  for  all  information 
technology  services  for  Continental  Airlines  and  System  One. 

- EDS  will  also  acquire  Systems  One's  Airline  Services  Division, 
with  its  business  base  of  more  than  170  airline  customers  and 
1,860  System  One  employees. 

• During  the  first  quarter  of  1991,  EDS  signed  a 10-year  systems 
managmeent  agreement  with  National  Car  Rental  System,  Inc. 
EDS  will  market  services  based  on  National's  software  to  other 
vehicle  rental  and  related  companies. 

• Energy: 

• During  1990,  EDS  signed  a 10-year  systems  management 
contract  with  Cyprus  Minerals  (Engelwood,  CO). 

• In  May  1990,  EDS  signed  a five-year  functional  FM  agreement 
with  Westar,  a subsidiary  of  American  Oil  & Gas  (AOG), 
whereby  EDS  will  provide  systems  engineering  services  to  install 
the  Williams  Gas  Information  System  in  EDS'  Houston 
Information  Processing  Center  (IPC),  will  operate  the  system, 
and  will  provide  the  data  transmission  services  between  the 
Houston  IPC  and  the  two  major  AOG  locations  in  Houston  and 
Amarillo. 
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• Manufacturing: 

• In  February  1991,  EDS  won  a 10-year  systems  management 
contract  valued  at  $100  million  with  Signetics  Company  of 
Sunnyvale  (CA),  a subsidiary  of  North  American  Philips 
Corporation. 

• In  early  1991,  EDS  was  awarded  a five-year  systems  integration 
contract  with  Del  Monte  Foods  to  upgrade  Del  Monte's 
computer  hardware  and  customize  packaged  software  in  support 
of  30  manufacturing  sites  and  distribution  centers. 

• During  1990,  EDS  signed  a 10-year,  $90  million  contract  with 
Cummins  Cash  and  Information  Services,  Inc.  (a  Cummins 
Engine  Company  subsidiary).  EDS  will  support  the  company's 
EFT,  fuel  purchase  programs,  and  temporary  truck  permit 
services. 

• In  July  1991,  EDS  formed  a marketing  agreement  with 
Consilium,  Inc.  for  Consilium's  WorkStream™  family  of  plant 
floor  management  software  for  the  aerospace  and  defense 
industry  in  the  U.S. 

• International: 

• EDS  has  renewed  its  contract  with  Telediffusion  de  France 
(TDF)  to  support  TDF's  administrative  and  management 
systems,  customer  training;  and  consulting  services. 

• During  early  1991,  EDS  signed  a three-year  systems  management 
contract  with  RJR-Macdonald,  the  Canadian  subsidiary  of  RJR- 
Nabisco.  EDS  will  provide  operations  management  and 
processing,  application  development  and  maintenance,  and 
network  management. 

• EDS  also  signed  a five-year  systems  management  contract  with 
the  Municipality  of  Metropolitan  Toronto  to  install  and  support  a 
dedicated  computer  system  for  Metro's  data  processing 
operation. 

• In  January  1991,  EDS'  Energy  Division  was  awarded  a five-year 
contract  with  Lagoven,  the  largest  company  in  Venezuela,  to  help 
plan  and  develop  information  systems  and  provide  consulting  and 
training. 

• In  November  1990,  EDS  entered  the  Swedish  market  for  the  first 
time  through  a $300  million  systems  management  contract  with 
Saab  Automobile  AB. 
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' EDS  also  reached  service  agreements  with  Ficofrance,  a French 
finance  company;  Midland  Bank  PLC;  Chausson,  the  French 
autombile  manufacturer;  Bancomext  and  Citibank  banks  in 
Mexico;  and  Seguros  Avia,  a Venezuelan  insurance  company. 

General  Motors: 

EDS'  GM  revenue  comes  from  designing,  installing,  and  operating 

GM  information  systems  and  implementing  the  automaker's  large 

private  digital  telecommunications  network. 

• EDS  has  completed  the  implementation  of  the  GM  Service  Parts 
Operations  Consolidation  System  for  the  unit's  entire  operations. 

• In  February  1991,  EDS  was  awarded  a two-year  contract  to 
install  the  European  Customer  and  Technical  Service  (ECATS) 
system  at  Adam  Opel  AG  and  CM  Continental. 

• In  July  1991,  EDS  signed  a six-year  agreement  with  General 
Motors  France  (GMF)  to  provide  systems  management  services 
to  the  European  Chassis  Technology  Center  at  Villepinte. 

• During  the  first  quarter  of  1990,  EDS  reached  a five-year 
extension/renewal  agreement  with  General  Motors  of  Canada  to 
continue  to  provide  information  technology  and  communications 
services. 

• During  1989,  EDS  and  GM  announced  plans  for  two  systems  for 
the  parent  company.  The  C4  Technology  Program  is  designed  to 
reduce  the  time  and  cost  required  for  product  development  by 
enhancing  and  integrating  the  automaker's  engineering  and 
manufacturing  technologies.  The  Product  Description  System, 
which  was  implemented  across  the  Buick-Oldsmobile-Cadillac 
Group  in  1989,  is  a common  system  for  releasing  and  describing 
products  for  GM's  vehicle  groups. 

• EDS  has  a long-term,  fbced-price  agreement  with  Chevrolet- 
Pontiac-GM  of  Canada  to  provide  development,  ongoing 
support,  IPC  operations,  plant  floor  automation  services,  and 
communications  support. 

• EDS  and  Buick-Oldsmobile-Cadillac  Group  (B-O-C)  finalized  a 
five-year  contract  for  EDS  to  provide  computer,  information 
processing,  and  communications  services  to  B-O-C's  26 
manufacturing  plants  and  business  locations. 

• EDS  continues  to  support  all  other  areas  of  General  Motors, 
including  GMAC  and  staff  and  administrative  functions. 
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Industry  Markets 


Geographic 

Markets 


Computer 

Hardware 


Approximately  53%  ($3.23  billion)  of  EDS'  total  1990  revenue  was 
derived  from  its  parent  company,  GM,  and  1%  was  derived  from 
interest  and  other  sources.  The  remaining  46%  ($2.79  billion)  of 
total  revenue  was  derived  from  clients  in  various  industries, 
including  banking  and  finance,  insurance,  manufacturing  and 
distribution,  retail,  communication,  transportation,  and  energy. 

EDS'  1990  sources  of  revenue  by  industry  market  follows: 


Manufacturing 

41% 

Financial 

15% 

Government 

10% 

Insurance 

5% 

International 

18% 

Other 

11% 

100% 

"Other"  primarily  includes  wholesale/retail,  energy, 
communications,  and  transportation. 


Approximately  82%  of  EDS'  total  1990  revenue  was  derived  from 
North  American  operations.  The  remaining  18%  was  derived  from 
international  sources. 

EDS  has  nearly  10,000  international  employees  and  850  locations 
worldwide. 

INPUT  estimates  that  EDS'  $2.8  billion  in  U.S.  noncaptive 
information  services  revenue  was  derived  as  follows: 


Processing/network  services 

12% 

Turnkey  systems 

2% 

Systems  integration 

19% 

Systems  operations 

56% 

Professional  services 

11% 

100% 

EDS  currently  operates  20  Information  Processing  Centers  (IPCs) 
worldwide. 

• EDS  has  multiple  mainframes  from  various  manufacturers- 
including  IBM,  Hitachi  Data  Systems,  and  Amdahl  systems-- 
installed  at  these  centers. 
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• There  are  IPCs  in  Plano  (TX).  Other  IPC  locations  include 
Sacramento  (CA);  Camp  Hill  (PA);  Auburn  Hills  (MI); 
Charlotte  (NC);  Herndon  (VA);  and  Paris. 

EDS'  Information  Management  Center  (IMC)  in  Plano  (TX)  is  a 
network  command  site  responsible  for  managing  EDS* NET,  EDS' 
private  digital  network  that  will  ultimately  manage  the 
telecommunications  needs  of  EDS'  Information  Processing  Centers. 

• Through  EDS* NET,  over  730  million  transactions  are  processed 
each  month—nearly  17,000  transactions  per  minute. 
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COMPANY  PROFILE 


ELECTRONIC  DATA  SYSTEMS 
CORPORATION 

7171  Forest  Lane 
Dallas,  TX  75230 
(214)  604-6000 


Lester  M.  Alberthal,  Jr.,  Chairman, 
President,  and  CEO 
Wholly  Owned  Subsidiary  of  General 
Motors  Corporation,  GM  Class  E Stock, 
NYSE 

Total  Employees:  57,000(12/89) 

Total  Revenue,  Fiscal  Year  End 
12/31/89:  $5,466,800,000 
Non-GM  Information  Services  Revenue: 
$2,384,600,000 


The  Company  Electronic  Data  Systems  Corporation  (EDS),  founded  in  1962,  is  a 

leading  information  and  communications  services  company 
providing  information  processing,  consulting,  systems 
management,  systems  integration,  and  communications  services  to 
the  financial,  insurance,  commercial,  and  communications 
industries  domestically  and  internationally  and  to  state  and  federal 
government.  These  markets  include  banldng;  credit  unions; 
property,  life,  health,  and  casualty  insurance;  distribution; 
manufacturing;  transportation;  retail;  and  energy. 

• EDS  currently  has  more  than  60,000  employees  and  more  than 
7,000  clients  in  all  50  states  and  27  other  countries  worldwide. 

• EDS'  largest  client  is  General  Motors  Corporation  (GM)  and 
its  subsidiaries,  which  contributed  approximately  55%  ($3.0 
billion)  to  EDS'  1989  revenue. 

EDS,  acquired  by  GM  in  October  1984,  operates  as  an 
independent  subsidiary  of  GM.  EDS'  performance  forms  the  base 
from  which  any  dividend  on  the  GM  Class  E common  stock  will  be 
declared.  These  earnings  include  income  earned  from  services 
provided  to  GM  and  its  other  subsidiaries. 

EDS'  total  1989  revenue  reached  $5.5  billion,  a 13%  increase  over 
1988  revenue  of  $4.8  billion.  Net  income  rose  13%,  from  $384.1 
million  in  1988  to  $435.3  million  in  1989.  A five-year  financial 
summary  follows: 
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ELECTRONIC  DATA  SYSTEMS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1989 

1988 

1987 

1986 

1985 

CAGR 

Revenue 

• Percent  increase 

$5,466.8 

$4,844.1 

$4,427.7 

$4,366.0 

$3,442.3 

12% 

from  previous  year 

13% 

9% 

1% 

27% 

264% 

Income  before  taxes 
• Percent  increase 

$680.3 

$589.4 

$524.3 

$464.0 

$362.1 

17% 

from  previous  year 

15% 

12% 

13% 

28% 

161% 

• Gross  margin 

12% 

12% 

12% 

11% 

11% 

Net  income 
• Percent  increase 

$435.3 

$384.1 

$323.1 

$260.9 

$189.8 

23% 

from  previous  year 

13% 

19% 

24% 

37% 

135% 

• Net  margin 

8% 

8% 

7% 

6% 

6% 

Earnings  per  share  (a) 
• Percent  increase 

$1.81 

$1.57 

$1.33 

$1.07 

$0.79 

23% 

from  previous  year 

15% 

18% 

24% 

35% 

132% 

{a)  Restated  to  reflect  a 2-for-1  stock  split  declared  on  February  5,  1990. 


A further  breakdown  of  1989,  1988,  and  1987  revenue  follows 
($  millions): 


FISCAL  YEAR 

REVENUE  SOURCE 

1989 

1988 

1987 

Systems  and  contracts 

• Outside  customers 

• GM  and  subsidiaries 

$2,384.6 

2.988.9 

$5,373.5 

$1,907.6 

2.837.0 

$4,744.6 

$1,444.8 

2.883.3 

$4,328.1 

Interest  and  other 

$93.3 

$99.5 

$99.6 

TOTAL 

$5,466.8 

$4,844.1 

$4,427.7 

EDS  management  attributes  1989  revenue  increases  to  the 
following: 
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• Increased  business  with  non-GM  customers  rose  23.5%  during 
1989  and  accounted  for  45%  of  total  revenue,  compared  with 
41%  of  total  revenue  in  1988. 

• Strong  performance  in  existing  markets,  particularly  in 
California  and  in  the  international  arena,  and  success  in  new 
markets,  i.e.  energy. 

During  1989,  EDS  restructured  its  operations  into  38  strategic 
business  units  and  49  strategic  support  units.  The  chart  below 
represents  the  historic  breakout  of  EDS  revenues  by  the  major 
operating  groups  in  existence  over  the  period  of  1985  to  1989. 

ELECTRONIC  DATA  SYSTEMS  CORPORATION 
SOURCE  OF  REVENUE  BY  OPERATING  GROUP 
($  millions) 


FISCAL  YEAR 

ITEM 

1989 

1988 

1987 

1986 

1985 

Finance  and  Insurance 

22% 

22% 

18% 

15% 

19% 

Commercial,  Communications, 
and  International  Services 

20% 

17% 

16% 

13% 

7% 

Government  Systems 

13% 

14% 

14% 

12% 

12% 

Subtotal  (a) 

55% 

53% 

48% 

40% 

38% 

GM-N.A. 

45% 

47% 

52% 

60% 

62% 

TOTAL 

100% 

100% 

100% 

100% 

100% 

(a)  These  estimates  include  certain  revenues  from  GM  that  were  reported  in  the  Commercial, 
Communications,  and  International  Services  and  Financial  and  Insurance  Groups. 


The  company's  current  organization  is  summarized  in  the  exhibit. 

Revenue  for  the  six  months  ending  June  30,  1990  reached  $2.8 
billion,  an  8%  increase  over  $2.6  billion  for  the  same  period  in 
1989.  Net  income  for  the  period  rose  15%,  from  $204.9  million  to 
$235.1  million. 

Recent  acquisitions  made  by  EDS  include  the  following: 

• In  March  1990,  EDS  purchased  a 25%  equity  interest  in 
Thomas  Group,  Inc.  (TGI)  and  jointly  will  market  TGI's 
Accelerated  Business  Competitive  (ABC)  programs  through 
EDS'  Manufacturing  and  Distribution  Services  Division. 
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• In  February  1990,  as  part  of  a multilevel  partnership  agreement 
with  Texas  Air,  EDS  agreed  to  acquire  the  Airline  Services 
Division  of  Texas  Air's  System  One  Corporation.  To  date,  this 
agreement  has  not  yet  been  finalized. 

- Airline  Services  provides  reservations,  passenger  processing, 
and  flight  management  services  for  nearly  200  air  carriers 
and  other  customers  worldwide. 

- Other  components  of  the  agreement  include: 

• The  formation  by  EDS  and  Texas  Air  of  joint  ventures  to 
build  and  develop  the  existing  businesses  of  System  One, 
with  Texas  Air  and  EDS  each  owning  50%  of  the  joint 
ventures.  The  EDS/System  One  partnership  will  provide 
computer  reservations  system  (CRS)  services  to  nearly 
8,000  travel  agents. 

• A ten-year,  $4  billion  contract  whereby  EDS  will  furnish 
information  technology  services  to  Continental  Airlines 
and  Eastern  Air  Lines. 

- EDS  will  pay  Texas  Air  in  excess  of  $250  million  for  Texas 
Air's  contribution  to  the  transaction,  which  includes 
numerous  facilities,  software,  and  System  One  services.  Of 
System  One's  3,300  employees,  2,200  will  transfer  to  EDS  to 
form  a new  EDS  transportation  business  unit.  The  balance 
will  remain  with  the  EDS/System  One  CRS  Partnership, 
headquartered  in  Houston. 

• In  January  1990,  EDS  acquired  a 30%  interest  in  Infocel,  Inc.,  a 
Raleigh,  NC-based  provider  of  software  products  for  local 
governments,  education,  and  public  safety. 

• In  May  1989,  EDS  and  Hitachi  Ltd.  announced  the  completion 
of  their  acquisition  of  National  Advanced  Systems  Corporation 
(NAS)  from  National  Semiconductor  Corporation.  EDS  and 
Hitachi  have  formed  a new,  independently  operated,  joint 
venture  company,  Hitachi  Data  Systems  Corp.,  which  will 
market  and  distribute  Hitachi  PCM  mainframe  and  peripheral 
equipment.  EDS  holds  a 20%  equity  in  the  new  venture. 

• In  April  1989,  EDS  acquired  BancSystems  Association,  Inc. 
(Westlake,  OH),  a subsidiary  of  Society  Corporation  that 
provides  credit  card  transaction  processing  services  to  the 
financial  services  industry.  Terms  of  the  purchase  were  not 
disclosed. 
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- BancSystems,  founded  in  1969  as  a not-for-profit  association 
owned  by  the  member  institutions  that  used  its  services,  was 
acquired  by  Society  Corporation  in  1984. 

- BancSystems  provides  MasterCard  and  Visa  credit  and  debit 
processing  and  related  services  to  more  than  180  financial 
institutions  in  Ohio  and  seven  other  states  with  more  than 
2.4  million  cardholders  and  38,000  merchants.  The  company 
had  approximately  300  employees  at  the  time  of  the 
acquisition. 

- EDS  continues  to  operate  out  of  BancSystems'  Westlake 
offices,  and  continues  to  perform  credit  card  processing  for 
Society  Corporation's  affiliate  banks,  other  BancSystems 
customers,  and  expanded  new  business. 

• In  April  1989,  EDS  acquired  the  EPS  electronic  funds  transfer 

(EFT)  business  of  Automatic  Data  Processing,  Inc.  (ADP). 

Terms  of  the  acquisition  were  not  disclosed. 

- ADP's  EFT  business  includes  a range  of  services  for 
automatic  teller  machines  and  point-of-sale  applications  for 
the  banking  industry  and  The  Exchange,  ADP's  EFT 
network. 

- Headquartered  in  Clifton  (NJ),  ADP's  EFT  operations 
employ  nearly  300  people  and  supply  one  of  the  largest 
networks  in  the  industry. 

During  1989,  EDS  sold  two  turnkey  banking  products,  Inform  and 
Compete,  to  Peerless  Systems,  Inc.  EDS'  Compete  customers 
under  facilities  management  contracts  were  not  affected  by  the 
acquisition. 

In  March  1989,  EDS  and  Hewlett-Packard  signed  an  agreement 
that  formally  establishes  the  framework  for  cooperation  on 
systems  integration  projects.  Under  the  terms  of  the  agreement, 
HP  and  EDS  will  submit  joint  proposals  to  customers  for  the 
development,  design,  management,  and  support  of  projects 
requiring  the  integration  of  hardware,  software,  and  project 
management  services. 

Major  competitors  of  EDS  by  product/service  area  include  the 
following: 

• Insurance  claims  processing:  Computer  Sciences  Corporation 

(CSC),  Policy  Management  Systems  Corporation,  and  Unisys. 
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• Government  systems:  CSC,  Unisys,  Planning  Research 
Corporation  (Black  & Decker),  and  Boeing  Computer  Services. 

• Credit  unions:  Control  Data  Credit  Union  Services  and 
Citicorp  Information  Resources. 

• Remote  computing  services:  Boeing  Computer  Services, 

Martin  Marietta,  CSC,  and  GE  Information  Services. 

• Systems  integration:  Andersen  Consulting,  Scientific 
Applications  International,  BDM  International,  Unisys,  and 
IBM. 

• Systems  operations/facilities  management:  Andersen 
Consulting,  CSC,  and  Systematics. 


Key  Products  and  EDS'  1989  revenue  was  derived  approximately  as  follows: 

Services 


ELECTRONIC  DATA  SYSTEMS  CORPORATION 
1989  SOURCE  OF  REVENUE 
($  millions) 


SERVICE 

U.S. 

INTERNATIONAL 

TOTAL 

Systems  Management 

$3,592 

$676 

$4,268 

Systems  Integration 

500 

91 

591 

Development 

436 

120 

556 

Consultative 

70 

12 

82 

TOTAL 

$4,598 

$899 

$5,497 

EDS  services  are  offered  as  follows: 

• Systems  Management: 

- Facilities  Management  (FM):  EDS  assumes  virtually  all  of 
the  data  processing  and  communications  requirements  for 
the  customer  over  a multiyear  term.  Responsibilities  include 
the  design  and  implementation  of  business  information 
systems,  the  staffing  of  the  data  processing  functions,  the 
development  and  maintenance  of  necessary  software,  and 
the  operation  of  all  computer  activities. 
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- Fiscal  Agent:  EDS  is  responsible  for  all  data  processing 
functions  as  well  as  other  administrative  duties.  These  may 
include  processing  and  paying  claims  as  well  as  ensuring 
proper  coordination  of  benefits. 

- Processing  Services:  EDS  provides  data  processing  services 
from  an  EDS  data  center  billed  on  a predetermined 
minimum  monthly  basis,  usually  based  on  the  number  of 
transactions. 

• Systems  Integration:  EDS  designs,  implements,  and  installs  the 
appropriate  combination  of  hardware  and  software  integrated 
into  a total  system  designed  to  fulfill  the  customer's  processing 
and  communications  requirements. 

• Development  (Professional  Services):  EDS  provides  system 
design,  custom/contract  programming,  and  joint  development 
service. 

• Consultative  (Professional  Services):  These  services  include 
strategic,  information  technology  assessment,  industry-specific, 
and  conversion  consulting,  and  education  and  training. 

EDS  provides  FM  and  systems  integration  services  to  federal, 

state,  and  local  government  customers.  Recent  contract  examples 

include  the  following: 

• In  August  1990,  EDS  won  a five-year  contract  to  provide  life 
cycle  management  services  of  Standard  Army  Management 
Information  Systems  for  the  Army's  Information  Systems 
Software  Center  at  Fort  Belvoir  (VA).  Maximum  life  cycle 
value  is  approximately  $116  million. 

• In  July  1990,  EDS  signed  the  Small  Multi-user  Computer 
(SMC)  contract  with  the  U.S.  Army  to  provide  multiuser 
microcomputer  systems  and  services  to  the  Army,  Navy,  and 
Defense  Logistics  Agency.  Depending  on  orders,  the  value  of 
the  contract  could  reach  $700  million  or  more. 

• In  March  1990,  EDS  was  awarded  a seven-year,  $45  million 
contract  with  the  U.S.  Small  Business  Administration  (SBA)  to 
provide  data  processing  services  for  SBA  loans,  minority 
business  designation  applications,  and  congressional  inquiries. 
EDS  will  operate  the  SBA's  Washington  data  center,  which 
supports  1,700  terminals  at  SBA  offices  around  the  country. 

• In  January  1990,  EDS  was  awarded  a contract  by  the  Texas 
Comptroller's  Office  to  assist  in  the  development. 
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implementation,  and  operation  of  an  automated  accounting 
system . The  Uniform  Statewide  Accounting  System  will 
standardize  and  automate  administrative  accounting  procedures 
among  approximately  250  state  agencies. 

• In  December  1989,  EDS  was  awarded  a five-year  contract  with 
a potential  value  of  more  than  $60  million  to  provide  systems 
integration,  design,  development,  operations,  and  maintenance 
services  for  the  Department  of  Defense  Medical  Systems 
Support  Center,  EDS  will  develop  new  systems,  provide 
integration  support,  and  consolidate  existing  medical 
information  systems. 

• In  August  1989,  EDS  was  awarded  a five-year  contract  to  install 
up  to  2,500  Apple  Macintosh  II  secretarial  workstations  at 
NASA's  Johnson  Space  Center  in  Houston.  The  workstations 
will  support  various  office  automation  functions  and  support 
engineering  and  scientific  applications. 

• In  May  1989,  EDS  was  awarded  a three-year,  $100  million 
contract  (with  options  for  two  one-year  extensions)  with  the 
state  of  Florida  Department  of  Health  and  Rehabilitative 
Services.  EDS  will  transfer,  implement,  and  operate  the 
Florida  On-Line  Recipient  Integrated  Data  Access  System, 
which  will  be  used  to  determine  program  eligibility  and  to  issue 
benefits  for  several  major  state  human-service  programs.  EDS 
will  supply  all  training,  conversion,  and  maintenance  services. 

• During  the  first  quarter  of  1989,  EDS  signed  an  agreement  with 
the  U.S.  General  Services  Administration  to  assist  federal 
agencies  that  need  immediate  system-conversion  support 
services,  and  won  a contract  with  the  Foundation  Health  Corp. 
(FHC)  to  help  the  FHC  with  managing  the  CHAMPUS  health 
care  program. 

• EDS  currently  processes  more  than  two-thirds  of  all  Medicaid 
claims  submitted  in  the  U.S.  Medicaid  contract  awards  include 
the  following: 

- During  the  first  quarter  of  1990,  under  a five-year 
competitive  recompete  contract  with  Kansas  SRS,  EDS  will 
provide  fiscal  agent  services  and  expand  medical  review, 
recipient  assistance,  provider  relations,  and  enrollment 
services, 

- In  November  1989,  EDS  signed  an  eight-year,  $16.5  million 
contract  with  Delaware's  Department  of  Health  and  Social 
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Services  to  operate  the  state's  Medicaid  Management 
Information  System. 

- In  October  1989,  EDS  signed  a four-year  recompetition 
contract  to  provide  fiscal  agent  services  for  the  Arkansas 
Division  of  Economic  and  Medical  Services. 

- In  February  1989,  EDS  signed  an  eight-year  contract  to 
provide  full  fiscal  agent  services  for  the  North  Carolina 
Division  of  Medical  Assistance  (DMA).  EDS  will  provide 
claims  processing  as  well  as  management  and  utilization 
review  reporting  for  DMA  as  it  has  done  since  1977. 

- During  the  first  quarter  of  1989,  EDS  also  won  a new  five- 
year  contract  with  Wyoming  to  perform  claims  processing 
and  other  fiscal  agent  functions  for  the  state's  Medicaid 
program. 

EDS  offers  financial  institutions  technology-based  business 
solutions  through  systems  integration,  facilities  management 
(systems  operations),  and  service  bureau  operations.  The 
company's  products  and  services  include  data  processing, 
communications,  information  management,  back-office,  bank  card, 
and  payment  services.  The  company  currently  serves  more  than 
5,000  banks,  credit  unions,  and  savings  institutions  worldwide. 

• Recent  contract  awards  from  financial  customers  include  the 

following: 

- In  June  1990,  EDS  announced  a five-year  contract  with  the 
Federal  Home  Loan  Bank  of  Seattle  to  provide  NOW 
account  and  deposit  item  processing  services  to  the  bank's 
member  institutions  throughout  its  12th  District. 

- In  May  1990,  EDS  signed  a seven-year  contract  with  Pomona 
First  Federal  Savings  and  Loan  Association  to  provide 
consolidated  financial  processing  services  to  the  thrift 
through  a service  bureau  arrangement. 

- In  April  1990,  EDS  signed  a five-year  credit  card  and 
merchant  processing  contract  with  First  Tennessee  Bank. 

- In  February  1990,  EDS  won  a 10-year  contract  with  First 
USA  Merchant  Services  to  provide  card  processing  services. 

- During  1989,  EDS  was  awarded  a five-year  contract 
extension  from  First  Colonial  Bankshares  Corporation  of 
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Chicago  to  provide  all  data  processing  and  item  processing 
services  from  EDS'  Illinois-based  Lombard  Data  Center, 

- In  December  1989,  EDS  signed  a seven-year  contract  with 
First  Federal  Savings  and  Loan  Association  of  San  Gabriel 
Valley  (CA)  to  provide  consolidated  financial  processing 
services. 

- In  November  1989,  EDS  signed  a five-year  contract  with 
World  Savings  and  Loan  Association  to  expand  services  for 
its  Oakland  (CA)  data  center  to  include  check  processing 
and  transit  processing  services. 

- In  September  1989,  EDS  signed  a 10-year  contract  with 
Great  Western  Bank  to  expand  item-processing  services. 
EDS  will  construct  two  new  processing  centers  in  Los 
Angeles  and  Oakland  (CA)  to  support  the  account.  EDS  will 
provide  all  the  bank's  demand  deposit  account  processing, 
check  processing,  statement  rendition,  and  other  back-office 
services. 

- In  March  1989,  EDS  signed  a ten-year  FM  agreement  under 
which  EDS  will  assume  all  data  processing  responsibilities, 
as  well  as  all  voice  and  data  communications  for  the  Meritor 
Savings  Bank  of  Philadelphia.  EDS  will  install  its  Integrated 
Financial  System,  which  provides  integrated  back-office 
services  for  financial  institutions. 

- Under  another  five-year  agreement,  EDS  will  handle  all  data 
processing  in  New  York  City  for  Banco  de  Ponce,  which  is 
headquartered  in  San  Juan  (Puerto  Rico)  and  has  14 
branches  in  New  York. 

• Presently,  EDS  processes  information  for  more  than  12  million 

credit  union  members  and  more  than  2,300  credit  unions. 

- In  March  1990,  EDS  signed  a five-year,  full-services  contract 
with  the  Los  Angeles  Teachers  Credit  Union  to  provide  on- 
site facilities  management  support  and  item  processing 
services. 

- In  March  1990,  EDS  won  a six-and-one-half-year  contract 
extension  with  San  Antonio  Credit  Union  to  provide 
application  software  and  support  for  teller-platform  and 
automated  teller  machine  operations,  as  well  as  resource- 
management  support  for  the  credit  union's  loan  operation 
and  administrative  systems. 
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- In  April  1990,  EDS  signed  a five-and-a-half  year  on-site 
facilities  management  contract  with  Mountain  America 
Credit  Union. 

- In  May  1990,  EDS  announced  a seven-year  contract  with 
Gotham  Area  Federal  Credit  Union  to  provide  processing 
services. 

• Major  bank  processing  applications  include  the  following: 

- EDS'  Integrated  Financial  System  (IFS)  uses  a common  data 
base  to  provide  a range  of  automated  processing  options, 
from  retail  lending  and  deposits,  to  mortgage  banking  and 
commercial  lending. 

- The  Deposit  System  allows  a financial  institution  to  offer  a 
variety  of  deposit  products  to  both  commercial  and 
individual  customers,  including  checking  accounts,  savings 
accounts,  certificates  of  deposit,  tiered  interest  rate  money 
market  accounts,  and  IRA  and  Keogh  accounts. 

- The  Loan  System  processes  the  financial  institution's 
consumer,  commercial,  and  mortgage  loan  portfolios. 

- The  Financial  Accounting  and  Reporting  System  provides 
general  ledger,  budgeting,  financial  accounting,  and  cost 
accounting  capabilities  for  financial  institutions.  Asset  and 
liability  management  systems,  planning  and  forecasting 
systems,  and  other  financial  management  services  are  also 
provided. 

- The  Customer  Information  System  integrates  all  of  a 
financial  institution's  banking  applications  into  a single 
system  and  provides  an  information  data  base  and  the 
accounting  and  audit  controls  necessary  to  maintain  the  data 
base. 

• Financial  transaction  processing  applications,  generally 

available  both  domestically  and  internationally,  include  the 

following: 

- The  Card  Processing  Service  is  a transaction  processing 
service  for  the  financial  and  retail  industries  that  supports 
credit,  debit,  and  private  label  card  programs. 

- The  Merchant  Accounting  Service  provides  merchant 
transaction  processing  to  the  financial  and  retail  industries. 
Merchant  base  profitability  assessments  are  also  provided. 
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" The  IstAdvantage  Program  offers  an  integrated  service  for 
credit  card  issuance,  customer  service,  and  merchant  account 
servicing. 

• Back-office  services  include  proofing  and  encoding,  bulk 
statement  filing,  statement  mailing,  and  truncation  in  order  to 
accommodate  additional  check  processing  needs  of  its 
customers.  Other  services  include  account  reconciliation 
processing,  document  storage,  filming,  stamping,  archival 
storage,  and  statement  rendering. 

• Microcomputer  software  and  related  products  permit  access  to 
EDS'  mainframes  on  a remote  basis.  Products  are  available  for 
asset/liability  management,  financial  management  information, 
loan  origination  and  document  printing,  loan  loss  control,  safe 
deposit  box,  call  reporting,  back-up  v^dthholding  (1099s), 
general  ledger,  fixed  asset  accounting,  and  planning  and 
budgeting. 

• EFT  services  are  provided  to  financial  institutions  and  retailers 
through  The  Exchange  and  MPACT  networks. 

- The  MPACT  Network,  established  in  1979,  includes 
approximately  1,300  MPACT  ATMs  and  approximately  2.5 
million  MPACT  debit  cards  issued  to  customers  of  member 
financial  institutions  located  primarily  in  Texas,  Louisiana, 
Arkansas,  New  Mexico,  Oklahoma,  West  Virginia, 
Mississippi,  and  Massachusetts. 

- MPACT  has  interface  relationships  with  24  other  regional 
and  national  networks  such  as  CIRRUS,  PULSE,  American 
Express,  HONOR  and  DISCOVER,  which  allow 
approximately  50  million  additional  holders  of  debit  cards 
access  to  the  MPACT  Network  and  make  over  30,000 
additional  ATMs  available  to  MPACT  cardholders. 

EDS  provides  FM  and  processing  services  and  turnkey  systems  to 

commercial  insurance  companies  and  Blue  Cross/Blue  Shield 

organizations  (where  state  money  is  not  involved). 

• During  1989,  EDS  processed  over  391  million  life,  health,  and 
casualty  insurance  claims. 

• In  March  1990,  EDS  and  American  International  Healthcare, 
Inc.  (AIH),  a subsidiary  of  American  International  Group, 
aimounced  plans  to  jointly  develop  and  market  managed-care 
information  systems  for  the  health  insurance  marketplace  in  the 
U.S.  and  abroad. 
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- The  foundation  of  the  alliance  is  AIH's  TOPPS,  an  IBM- 
based  multioption  system  that  processes  insurance  claims  for 
group  health  insurers,  preferred-provider  organizations,  and 
health  maintenance  organizations. 

• During  the  first  quarter  of  1989,  EDS  signed  a 12-year  FM 
agreement  with  Whitehall  Insurance  Holdings,  Ltd.  to  convert 
the  life  and  group  business  of  one  of  Whitehall's  subsidiaries 
(Bradford  National  Life  Insurance  Co.)  to  the  Equity  Plus  and 
Group  Management  Systems  at  another  Whitehall  subsidiary 
(Lamar  Life  Insurance  Co.). 

• During  1989,  EDS  renewed  Blue  Cross/Blue  Shield  contracts 
with  Massachusetts,  Western  New  York,  and  Nationwide 
Mutual  Insurance  Company. 

• During  the  fourth  quarter  of  1988,  EDS,  in  cooperation  with  the 
Harvard  Community  Health  Plan,  formed  Interpractice 
Systems.  This  separate  company  will  develop  and  market  an 
integrated  clinical,  administrative,  and  financial  management 
system  targeted  to  various  health  care  organizations.  The  new 
system  will  automate  medical  records  as  well  as  provide 
diagnostic  and  patient  self-education  information. 

• With  the  acquisition  of  General  Data  Systems,  Ltd.  (GDS) 
during  1988,  EDS  also  offers  turnkey  systems  for  the 
automation  of  underwriting  decisions,  rating  lines  of  insurance, 
and  the  processing  of  commercial  policies  for  property  and 
casualty  insurance  companies. 

EDS  also  provides  a range  of  FM,  systems  integration,  and 
professional  services  to  domestic  and  international  clients.  EDS 
was  one  of  the  world's  first  commercial  systems  integration 
specialists  and  has  emerged  as  a major  force  in  both  government 
and  commercial  markets. 

• Examples  of  recent  domestic  commercial  contracts  obtained  by 
EDS  include  the  following: 

- In  August  1990,  EDS  was  awarded  a ten-year  contract  with 
The  Permian  Corporation  to  manage  Permian's  information 
technology  in  support  of  the  energy  company's  oil  and  gas 
distribution  operations. 

- In  April  1990,  EDS  signed  a 10-year  contract  with 
Westmoreland  Coal  Company  to  assume  responsibility  for 
all  of  Westmoreland's  processing  and  communications 
operations. 
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- In  January  1990,  EDS  signed  a long-term  data  processing 
and  communications  services  agreement  with  Columbia 
Pictures  Entertainment  to  provide  operations  support. 

- In  the  fourth  quarter  of  1989,  EDS  signed  a 10-year  contract 
with  Cummins  Engine  Co.  of  Columbus  (IN)  whereby  EDS 
will  manage  and  operate  Cummins'  data  center  and  data  and 
voice  communications  operations.  EDS  will  also  construct  a 
major  data-processing  and  communications  center  in 
Columbus  which  will  initially  service  Cummins,  but  is 
expected  to  be  used  for  additional  accounts  as  EDS 
continues  to  develop  its  business  in  the  Midwest. 

- In  August  1989,  EDS  entered  into  an  expanded  agreement 
with  Freeport-McMoRan  Inc.  (FTX),  a firm  involved  in  the 
exploration,  mining,  production,  and  processing  of  natural 
resources.  EDS  will  manage  the  implementation  and 
operation  of  FTX's  new  AT&T  software-defined  network. 

- During  1989,  EDS  also  signed  contracts  with  Freightliner 
Corp.,  Dow  Chemical  Co.,  and  Pratt  & Whitney. 

• International  contract  awards  include  the  following: 

. - During  the  first  quarter  of  1990,  EDS  signed  a three-year 
contract  with  Le  Carbone  Lorranine,  a French  producer  of 
carbon  and  graphite  products,  to  install  and  operate  a new 
accounting  system. 

- In  July  1989,  EDS  signed  a 10-year  contract  with  the 
International  Bank  of  Asia  (IB  A)  to  assume  responsibility 
for  IBA's  data  center  and  operate  and  update  the 
information  and  communications  systems  of  the  bank's  16 
Hong  Kong  branches.  This  is  EDS'  first  financial  services 
contract  in  Hong  Kong. 

- During  the  first  quarter  of  1989,  EDS  signed  a three-and- 
one-half-year  agreement  with  BASF  (a  West  German 
chemical  company)  to  provide  an  information  technology 
infrastructure  for  the  chemical  company's  storage  and 
packaging  department. 

- In  Spain,  EDS  will  develop  and  implement  an  automatic 
warehouse  system  for  Danone,  a large  producer  of  dairy 
products. 

- Under  contract  with  DANZAS-SATEM  (France),  EDS  will 
operate  and  maintain  the  company's  distribution  systems. 
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- EDS'  seven-year  contract  extension  with  French 
manufacturer  Gallay  provides  for  administrative  systems  and 
manufacturing  applications  services. 

- EDS  also  increased  its  presence  in  Europe  with  contract 
signings  with  Banque  Lyonnaise  and  Caterpillar  in  France, 
the  United  Kingdom's  Department  of  Social  Security,  The 
Lewis'  Group  Ltd.  in  Great  Britain,  and  Caixa  de  Catalunya 
in  Spain. 

- The  company  also  won  a major  contract  with  Banco 
Investimento  Garantia  in  Brazil. 

EDS'  GM  revenue  comes  from  designing,  installing,  and  operating 

GM  information  systems  and  implementing  the  automaker's  large 

private  digital  telecommunications  network. 

• During  the  first  quarter  of  1990,  EDS  reached  a five-year 
extension/renewal  agreement  with  General  Motors  of  Canada 
to  continue  to  provide  information  technology  and 
communications  services. 

• During  1989,  EDS  and  GM  announced  plans  for  two  systems 
for  the  parent  company.  The  C4  Technology  Program  is 
designed  to  reduce  the  time  and  cost  required  for  product 
development  by  enhancing  and  integrating  the  automaker's 
engineering  and  manufacturing  technologies.  The  Product 
Description  System,  which  was  implemented  across  the  Buick- 
Oldsmobile-Cadillac  Group  in  1989,  is  a common  system  for 
releasing  and  describing  products  for  GM's  vehicle  groups. 

• EDS  has  a long-term,  fixed-price  agreement  with  Chevrolet- 
Pontiac-GM  of  Canada  to  provide  development,  ongoing 
support,  IPC  operations,  plant  floor  automation  services,  and 
communications  support. 

• EDS  and  Buick-Oldsmobile-Cadillac  Group  (B-O-C)  finalized 
a five-year  contract  for  EDS  to  provide  computer,  information 
processing,  and  communications  services  to  B-O-C's  26 
manufacturing  plants  and  business  locations. 

• In  January  1989,  EDS  announced  a four-year  contract  extension 
with  the  GM  Truck  & Bus  Group.  This  extension  was  made 
halfway  through  an  existing  five-year  contract. 

• EDS  continues  to  support  all  other  areas  of  General  Motors, 
including  GMAC  and  staff  and  administrative  functions. 
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Approximately  55%  (nearly  $3  billion)  of  EDS'  total  1989  revenue 
was  derived  from  its  parent  company,  GM,  and  2%  was  derived 
from  interest  and  other.  The  remaining  43%  ($2.38  billion)  of 
total  revenue  was  derived  from  clients  in  various  industries, 
including  banking  and  finance,  insurance,  manufacturing,  retail, 
distribution,  transportation,  and  energy. 

EDS'  1989  source  of  revenue  by  industry  market  follows: 


Manufacturing 

41% 

Financial 

15% 

Government 

11% 

Insurance 

6% 

International 

16% 

Other 

11% 

100% 

Approximately  85%  of  EDS'  total  1989  revenue  was  derived  from 
North  American  operations.  The  remaining  15%  was  derived 
from  international  sources. 

EDS  has  nearly  6,300  international  employees. 


EDS  currently  operates  21  Information  Processing  Centers  (IPCs) 
worldwide. 

• EDS  has  over  300  mainframes  from  various  manufacturers, 
including  IBM,  Hitachi  Data  Systems,  and  Amdahl  systems, 
installed  at  these  centers. 

• IPC  locations  include  Richardson,  Dallas,  and  Plano  (TX); 
Sacramento  (CA);  Camp  Hill  (PA);  Auburn  Hills  and  Warren 
(MI);  Herndon  (VA);  and  Paris. 

In  March  1989,  EDS  officially  opened  the  world's  first  Information 
Management  Center  (IMC)  in  Plano  (TX),  a network  command 
site  responsible  for  managing  EDS ’NET,  EDS'  private  digital 
network  that  will  ultimately  manage  the  telecommunications 
needs  of  EDS'  Information  Processing  Centers. 

• Through  EDS’NET,  over  730  million  transactions  are 
processed  each  month—nearly  17,000  transactions  per  minute. 
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COMPANY  PROFILE 


ELECTRONIC  DATA  SYSTEMS 
CORPORATION 

7171  Forest  Lane 
Dallas,  TX  75230 
(214)  604-6000 


Lester  M.  Alberthal,  Jr.,  Chairman, 
President,  and  CEO 
Wholly  Owned  Subsidiary  of  General 
Motors  Corporation,  GM  Class  E Stock, 
NYSE 

Total  Employees:  52,000 
Total  Revenue,  Fiscal  Year  End 
12/31/88:  $4,844,100,000 
Non-GM  Information  Services  Revenue: 
$1,907,600,000 


The  Company  Electronic  Data  Systems  Corporation  (EDS),  founded  in  1962,  is  a 

leading  information  and  communications  services  company 
providing  information  processing,  systems  management,  and 
communications  services  to  the  financial,  insurance,  commercial, 
and  communications  industries  domestically  and  internationally 
and  to  state  and  federal  government.  These  markets  include 
banking;  credit  unions;  property,  life,  health,  and  casualty 
insurance;  distribution;  manufacturing;  transportation;  retail;  and 
energy. 

• EDS  currently  has  more  than  6,000  clients  in  all  50  states  and 
26  countries  worldwide. 

• EDS'  largest  client  is  General  Motors  Corporation  (GM)  and 
its  subsidiaries,  which  contributed  approximately  59%  ($2.8 
billion)  to  EDS'  1988  revenue. 

EDS  and  its  subsidiaries  were  acquired  by  GM  in  October  1984 
for  approximately  $2.5  billion. 

• The  acquisition  was  consummated  through  an  offer  to  exchange 
EDS  common  stock  for  either  $44  in  cash  or  $35.20  in  cash  plus 
two-tenths  of  a share  of  Class  E common  stock,  plus  a 
nontransferable  contingent  promissory  note  issued  by  GM. 

• EDS  operates  as  an  independent  subsidiary  of  GM.  EDS' 
performance  forms  the  base  from  which  any  dividend  on  the 
GM  Class  E common  stock  will  be  declared.  These  earnings 
include  income  earned  from  services  provided  to  GM  and  its 
other  subsidiaries. 
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• Through  its  work  for  GM,  EDS  has  gained  expertise  in  factory 
automation,  strengthened  its  international  presence,  and 
enhanced  its  communications  expertise. 

EDS'  total  1988  revenue  reached  $4.8  billion,  a 9%  increase  over 
1987  revenue  of  $4.4  billion.  Net  income  rose  19%,  from  $323 
million  in  1987  to  $384  million  in  1988.  A five-year  financial 
summary  follows: 

ELECTRONIC  DATA  SYSTEMS  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1988 

1987 

1986 

1985 

1984 

Revenue 

• Percent  increase 

$4,844.1 

$4,427.7 

$4,366.0 

$3,443.3 

$947.5 

from  previous  year 

9% 

1% 

27% 

264% 

295% 

Income  before  taxes 
• Percent  increase 

$589.4 

$524.3 

$464.0 

$362.1 

$138.7 

from  previous  year 

12% 

13% 

28% 

161% 

19% 

Net  income 
• Percent  increase 

$384.1 

$323.1 

$260.9 

$189.8 

$80.7 

from  previous  year 

19% 

24% 

37% 

135% 

24% 

Earnings  per  share 
• Percent  increase 

$3.15 

$2.65 

$2.13 

$1.57 

$0.67 

from  previous  year 

19% 

24% 

36% 

134% 

24% 

A further  breakdown  of  1988,  1987,  and  1986  revenue  follows 
($  millions): 


FISCAL  YEAR 

REVENUE  SOURCE 

1988 

1987 

1986 

Systems  and  contracts 

• Outside  customers 

• GM  and  subsidiaries 

$1,907.6 

2.837.0 

$4,744.6 

$1,444.8 

2.883.3 

$4,328.1 

$1,127.7 

3.195.1 

$4,322.8 

Interest  and  other 

$99.5 

$99.6 

$43.2 

TOTAL 

$4,844.1 

$4,427.7 

$4,366.0 
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EDS  management  attributes  1988  revenue  increases  to  the 
following: 

• The  acquisition  of  MTech  Corp  in  April  1988; 

• Winning  more  than  half  of  all  the  business  bid  for  while 
sustaining  its  historic  80%  renewal  rate; 

• Strong  performance  in  existing  markets  and  success  in  new 
markets,  i.e.  energy. 

Revenue  for  the  three  months  ending  March  31,  1989  reached 
$1.29  billion,  an  increase  of  $165.8  million  (15%)  over  revenue  of 
$1.12  billion  for  the  same  period  in  1988.  Net  income  for  the 
period  rose  $10.9  million  (12%),  from  $89.1  million  to  $100.0 
million. 

Recent  acquisitions  made  by  EDS  include  the  following: 

• In  May  1989,  EDS  and  Hitachi  Ltd.  announced  the  completion 
of  their  acquisition  of  National  Advanced  Systems  Corporation 
(NAS)  from  National  Semiconductor  Corporation.  EDS  and 
Hitachi  have  formed  a new,  independently  operated,  joint 
venture  company,  Hitachi  Data  Systems  Corp.,  which  will 
market  and  distribute  Hitachi  PCM  mainframe  and  peripheral 
equipment.  EDS  holds  a 20%  equity  in  the  new  venture. 

• In  April  1989,  EDS  acquired  BancSystems  Association,  Inc. 
(Westlake,  OH),  a subsidiary  of  Society  Corporation  that 
provides  credit  card  transaction  processing  services  to  the 
financial  services  industry.  Terms  of  the  purchase  were  not 
disclosed. 

- BancSystems,  founded  in  1969  as  a not-for-profit  association 
owned  by  the  member  institutions  that  used  its  services,  was 
acquired  by  Society  Corporation  in  1984. 

- BancSystems  provides  MasterCard  and  Visa  credit  and  debit 
processing  and  related  services  to  more  than  180  financial 
institutions  in  Ohio  and  seven  other  states  with  more  than 
2.4  million  cardholders  and  38,000  merchants. 

- BancSystems  had  approximately  300  employees  at  the  time 
of  the  acquisition.  Its  operations  have  been  merged  into 
EDS'  Financial  Industry  Group. 

- EDS  will  continue  to  operate  out  of  BancSystems'  Westlake 
offices,  where  it  will  continue  to  perform  credit  card 
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processing  for  Society  Corporation's  affiliate  banks,  other 
BancSystems  customers,  and  the  expanded  national  business 
it  expects  to  obtain. 

• In  April  1989,  EDS  acquired  the  electronic  funds  transfer 
(EFT)  business  of  Automatic  Data  Processing,  Inc.  (ADP). 
Terms  of  the  acquisition  were  not  disclosed. 

- ADP's  EFT  business  includes  a range  of  services  for 
automatic  teller  machines  and  point-of-sale  applications  for 
the  banking  industry. 

- Headquartered  in  Clifton  (NJ),  ADP's  EFT  operations 
employ  nearly  300  people  and  supply  one  of  the  largest 
networks  in  the  industry. 

• EDS'  most  significant  acquisition  during  1988  was  made  in 
April  when  the  company  acquired  MTech  Corp  of  Dallas  (TX) 
for  approximately  $347  million.  The  acquisition  was  accounted 
for  as  a purchase. 

- MTech  stockholders  had  the  option  to  receive  $30  in  cash  or 
$13  in  cash  plus  one-third  share  of  GM  Class  E common 
stock  with  a Limited  Guarantee  for  each  share  of  MTech 
stock. 

- MTech  operates  the  third-largest  ATM  network  in  the  U.S. 
and  handles  the  data  processing  for  more  than  1,100 
financial  customers  nationwide. 

- MTech  had  approximately  3,300  employees  at  the  time  of 
the  acquisition  and  1987  revenue  of  $232.1  million.  EDS 
expected  MTech's  business  to  generate  $190  million  in 
revenue  for  1988. 

- The  operations  of  MTech  have  been  merged  into  EDS' 
Financial  Industry  Group. 

• In  November  1988,  EDS  acquired  VideoStar  Connections,  Inc., 
an  Atlanta-based  company  specializing  in  private  satellite 
broadcasting  services  and  special-event  videoconferencing,  and 
VideoStar's  staging  services  subsidiary,  Staging  Connections. 
Terms  of  the  purchase  were  not  disclosed. 

- VideoStar  operates  17  private  television  networks  and  1,800 
downlinks.  The  networks  are  ideal  for  businesses  or 
institutions  that  need  to  distribute  product  announcements, 
company  or  industry  news,  policy  or  procedure  changes. 
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maintenance  updates  or  other  news  to  a widely  dispersed 
audience.  Some  of  its  customers  are  Eastman  Kodak, 
Hewlett-Packard,  DEC,  Xerox,  and  Merrill  Lynch. 

- VideoStar,  which  now  operates  as  an  independent  subsidiary 
of  EDS,  complements  the  video  production  capabilities  of 
EDS'  affiliate.  Automotive  Satellite  Television  Network,  Inc. 
VideoStar  will  also  make  it  possible  for  EDS  to  offer  its  line 
of  training  and  educational  programs  now  available  on  its 
internal  network  to  customers  of  both  EDS  and  VideoStar. 

• In  November  1988,  EDS  acquired  the  data  processing 
operations  of  Texas  Commerce  Bancshare's  27  correspondent 
banks. 

• In  November  1988,  EDS  acquired  the  data  processing 
operations  of  Cullen/Frost  Bankers'  54  correspondent  banks. 

• In  September  1988,  EDS  acquired  a 50%  interest  in  and 
assumed  management  control  of  China  Management  System 
(CMS),  the  largest  information  services  company  in  Taiwan. 

- CMS,  with  1987  revenue  of  $10  million,  specializes  in 
systems  integration,  systems  development,  on-line 
processing,  packaged  software,  and  management  consulting. 
Its  customers  include  government  agencies,  financial 
institutions,  manufacturers,  and  trading  companies. 

- The  agreement  enables  both  organizations  to  extend  their 
international  links  as  well  as  compete  more  strongly  for  focal 
information  processing  contracts. 

• In  September  1988,  EDS  acquired  General  Data  Systems,  Ltd. 
(GDS)  of  Philadelphia.  Terms  of  the  purchase  were  not 
disclosed. 

- GDS  specializes  in  systems  and  services  for  the  property  and 
casualty  insurance  industry. 

- GDS  had  approximately  100  employees  at  the  time  of  the 
acquisition.  Since  1983,  GDS'  revenues  have  increased 
annually  at  a compound  rate  of  38%. 

- The  operations  of  GDS  have  been  merged  into  EDS' 
Commercial  Insurance  Division. 

In  March  1989,  EDS  and  Hewlett-Packard  signed  an  agreement 

that  formally  establishes  the  framework  for  cooperation  on 


July  1989 


Copyright  1989  by  INPUT.  Reproduction  Prohibited. 


Page  5 of  18 


ELECTRONIC  DATA  SYSTEMS  CORPORATION 


INPUT 


systems  integration  projects.  Under  the  terms  of  the  agreement, 
HP  and  EDS  will  submit  joint  proposals  to  customers  for  the 
development,  design,  management,  and  support  of  projects 
requiring  the  integration  of  hardware,  software,  and  project 
management  services. 

EDS  is  currently  organized  into  the  following  business  units; 

• The  Government  Systems  Group  provides  systems  integration 
and  systems  management/facilities  management  (FM)  services, 
including  support  of  state-controlled  health  care  (or  Medicaid) 
programs  and  federal,  state,  and  civilian  government  customers. 

- The  State  Operations  Division  of  the  Government  Systems 
Group  focuses  on  FM  services  provided  to  state  governments 
for  the  management  of  various  applications,  including  health 
care  and  automobile  insurance. 

• The  Financial  Industry  Group  provides  processing/network 
services,  facilities  management,  and  software  products  to  banks, 
savings  and  loans,  and  credit  unions. 

• The  Insurance  Industry  Group  combines  EDS'  FM  insurance 
business  (including  Blue  Cross/Blue  Shield,  where  state  money 
is  not  involved),  its  work  in  GM's  benefits  administration,  and 
its  work  for  GMAC. 

- The  Commercial  Insurance  Division  provides  processing 
services  and  software  products  to  insurance  companies. 

• The  Commercial,  Communications,  and  International  Services 
Group  supports  the  following  businesses: 

- North  American  Commercial-non-GM  FM  and  systems 
automation  for  the  manufacturing,  distribution,  retail,  and 
energy  industries. 

- Communications  Services-all  communications  projects. 

- International-all  activities  outside  North  America. 

• EDS'  General  Motors  Business  Operations  Group  provides 
information  services  in  support  of  most  of  GM's  internal 
organization,  primarily  in  North  America. 

Major  competitors  of  EDS  by  product/service  area  include  the 
following; 
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• Insurance  claims  processing:  Computer  Sciences  Corporation 
(CSC),  The  Computer  Company,  McDonnell  Douglas 
Information  Systems  Company,  and  Unisys. 

• Government  systems:  CSC,  Unisys,  Planning  Research  (Black 
& Decker),  and  Boeing  Computer  Services. 

• Credit  unions:  Control  Data  Business  Information  Services  and 
Citicorp  Information  Resources. 

• Remote  computing  services:  Boeing  Computer  Services, 

Martin  Marietta,  CSC,  and  GE  Information  Services. 

• Systems  integration:  Scientific  Applications  International, 

BDM  International,  Unisys,  and  IBM. 

• Systems  operations/facilities  management:  CSC  and 
Systematics. 


Key  Products  and  A three-year  summary  of  source  of  revenue  by  operating  group  is 
Services  estimated  by  EDS  as  follows: 

ELECTRONIC  DATA  SYSTEMS  CORPORATION 
ESTIMATED  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1988 

1987 

1986 

Financial  and  Insurance 

22% 

18% 

15% 

Commercial,  Communications, 
and  International  Services 

17% 

16% 

13% 

Government  Systems 

14% 

14% 

12% 

Subtotal  (a) 

53% 

48% 

40% 

GM 

47% 

52% 

60% 

TOTAL 

100% 

100% 

100% 

(a)  These  estimates  include  certain  revenue  from  GM  that  has  been  reported  in 
the  Commercial,  Communications,  and  International  Services  and  Financial 
and  Insurance  Groups. 
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EDS  services  are  offered  as  follows: 

• Facilities  Management  (FM):  EDS  assumes  virtually  all  of  the 
data  processing  and  communications  requirements  for  the 
customer  over  a multiyear  term.  Responsibilities  include  the 
design  and  implementation  of  business  information  systems,  the 
staffing  of  the  data  processing  functions,  the  development  and 
maintenance  of  necessary  software,  and  the  operation  of  all 
computer  activities. 

• Systems  Integration:  EDS  designs,  implements,  and  installs  the 
appropriate  combination  of  hardware  and  software  integrated 
into  a total  system  designed  to  fulfill  the  customer's  processing 
and  communications  requirements. 

• Fiscal  Agent:  EDS  is  responsible  for  all  data  processing 
functions  as  well  as  other  administrative  duties.  These  may 
include  processing  and  paying  claims  as  well  as  ensuring  proper 
coordination  of  benefits. 

• Professional  Services:  EDS  provides  system  design, 
custom/contract  programming,  consulting,  engineering  services, 
education,  and  training. 

• Processing  Services:  EDS  provides  data  processing  services 
from  an  EDS  data  center  billed  on  a predetermined  minimum 
monthly  basis,  usually  based  on  the  number  of  transactions. 

The  Government  Systems  Group  provides  FM  and  systems 

integration  services  to  federal,  state,  and  local  government 

customers.  Contract  examples  include  the  following: 

• In  May  1989,  EDS  was  awarded  a three-year,  $100  million 
contract  (with  options  for  two  one-year  extensions)  with  the 
state  of  Florida  Department  of  Health  and  Rehabilitative 
Services.  EDS  will  transfer,  implement,  and  operate  the 
Florida  On-Line  Recipient  Integrated  Data  Access  System, 
which  will  be  used  to  determine  program  eligibility  and  to  issue 
benefits  for  several  major  state  human-service  programs.  EDS 
will  supply  all  training,  conversion,  and  maintenance  services. 

• During  the  first  quarter  of  1989,  EDS  signed  an  agreement  with 
the  U.S.  General  Services  Administration  to  assist  federal 
agencies  that  need  immediate  system-conversion  support 
services,  and  won  a contract  with  the  Foundation  Health  Corp. 
(FHC)  to  help  the  FHC  with  managing  the  CHAMPUS  health 
care  program. 
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• In  October  1988,  EDS  signed  a six-year  contract  to  implement 
Unified  Local  Area  Network  Architecture  for  the  Air  Force. 
EDS,  Bridge  Communications,  and  over  20  other  suppliers  will 
deliver  and  install  bridges,  gateways,  and  host  attachments  on 
existing  local  area  network  cabling  for  over  200  Air  Force  bases 
nationwide.  EDS  will  also  provide  engineering  services  and 
maintenance  and  training  for  those  Air  Force  installations 
implementing  local  area  networks. 

• During  1988,  EDS  received  a five-year  contract  to  continue  to 
provide  technical,  analytical,  development,  and  program 
management  support  for  the  Marine  Corps  Standard  Supply 
System.  The  system  automates  the  procurement,  distribution, 
and  management  of  essential  supplies  for  the  Marines 
worldwide. 

• In  August  1988,  EDS  won  an  eight-year  contract  with  the  Navy 
to  convert  the  application  support  system  for  the  Stock  Point 
ADP  Replacement  Conversion  project  at  33  sites  worldwide. 
EDS  will  implement  and  maintain  the  new  system,  design  a 
data  base,  and  conduct  training. 

• In  October  1988,  EDS  signed  a one-year  contract  (with  four 
one-year  extensions)  with  the  U.S.  Immigration  and 
Naturalization  Service  to  implement  a turnkey  solution  for  the 
manufacture  of  identification  cards  and  management  of  alien 
records. 

• In  August  1987,  EDS  announced  a major  systems  integration 
contract  with  the  U.S.  Army  to  implement  and  operate  Project 
SOX.  Under  the  nine-and-one-half-year  agreement,  EDS  is 
standardizing  and  integrating  all  hardware  systems,  data  base 
software,  and  communications  components  for  the  U.S.  Army's 
worldwide  personnel  management  system. 

• Medicaid  contract  awards  include  the  following; 

- In  February  1989,  EDS  signed  an  eight-year  contract  to 
provide  full  fiscal  agent  services  for  the  North  Carolina 
Division  of  Medical  Assistance  (DMA).  EDS  will  provide 
claims  processing  as  well  as  management  and  utilization 
review  reporting  for  DMA  as  it  has  done  since  1977. 

- During  the  first  quarter  of  1989,  EDS  also  won  a new  five- 
year  contract  with  Wyoming  to  perform  claims  processing 
and  other  fiscal  agent  functions  for  the  state's  Medicaid 
program. 
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- In  December  1988,  EDS  signed  a four-year  contract  to 
continue  providing  program  management  and  data 
processing  services  for  the  Texas  Medicaid  program.  EDS 
has  administered  this  program  since  1977. 

- During  1988,  EDS  also  signed  new  Medicaid  contracts  with 
Idaho  and  Alabama,  and  extended  contracts  in  Arkansas, 
Georgia,  and  Kansas. 

• Other  state  government  contracts  awarded  during  1988 
included  the  Florida  Student  Loan  Program,  the  New  York 
Commercial  Drivers  License  System,  the  Recipient  Eligibility 
Verification  System  for  Medicaid  recipients  in  the 
Commonwealth  of  Massachusetts,  and  California  In-Home 
Support  Services. 

• In  October  1988,  the  Government  Systems  and  Financial  and 
Insurance  Groups  joined  together  to  win  a seven-year  contract 
valued  at  over  half  a billion  dollars.  Under  one  of  the 
company's  largest  contracts  ever,  EDS  will  provide  the  New 
Jersey  Automobile  Full  Insurance  Underwriting  Association 
with  full  program  management  services  to  425,000  policy 
holders. 

The  Financial  Industry  Group  provides  processing/network 
services,  FM  services,  and  application  software  products  to  the 
financial  services  industry. 

• Recent  contract  awards  from  financial  customers  include  the 
following: 

- In  March  1989,  EDS  signed  a ten-year  FM  agreement  under 
which  EDS  will  assume  all  data  processing  responsibilities, 
as  well  as  all  voice  and  data  communications  for  the  Meritor 
Savings  Bank  of  Philadelphia.  EDS  will  install  its  Integrated 
Financial  System,  which  provides  integrated  back-office 
services  for  financial  institutions. 

- During  the  first  quarter  of  1989,  EDS  also  won  a new 
contract  with  the  Dallas-based  Deposit  Guaranty  Bank  to 
assume  responsibility  for  all  of  that  bank's  data  processing 
for  the  next  five  years. 

- Under  another  five-year  agreement,  EDS  will  handle  all  data 
processing  in  New  York  City  for  Banco  de  Ponce,  which  is 
headquartered  in  San  Juan  (Puerto  Rico)  and  has  14 
branches  in  New  York. 
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- In  April  1988,  EDS  won  a 10-year  FM  agreement  with 
Houston-based  First  City  Bancorporation  of  Texas,  Inc. 

EDS  is  consolidating  and  managing  the  information  of  First 
City's  28  member  banks  operating  in  62  locations. 

- Sooner  Federal  Savings  and  Loan  of  Tulsa  (OK)  signed  a 
five-year  agreement  for  EDS  to  provide  its  Integrated 
Financial  System. 

- During  1988,  EDS  also  signed  new  or  extended  existing 
contracts  with  Arizona  State  Savings  and  Credit  Union 
(Phoenix),  Cullen  Frost  Bank,  First  Colonial  Bankshares 
(Chicago),  Farm  Credit  Bank  (St.  Louis),  Gulfbanks,  Inc. 
(Corpus  Christi),  Republic  Federal  Savings  in  California, 
and  Virginia  Federal  Savings  & Loan  Association. 

• Presently,  EDS  processes  information  for  more  than  12  million 
credit  union  members  and  more  than  3,000  credit  unions 
through  its  CUNADATA  division. 

- During  1988,  EDS  signed  633  credit  union  contracts. 

- FLAGSHIP*^  is  EDS'  credit  union  processing  system  that 
provides  comprehensive  support  options  to  meet  the  needs 
of  credit  unions,  regardless  of  size. 

• Major  bank  processing  applications  offered  include  the 
following: 

- The  Deposit  System  allows  a financial  institution  to  offer  a 
variety  of  deposit  products  to  both  commercial  and 
individual  customers.  These  products  include  checking 
accounts,  savings  accounts,  certificates  of  deposit,  tiered 
interest  rate  money  market  accounts,  and  IRA  and  Keogh 
accounts.  Cash  management  functions  available  include 
account  analysis  and  balance  reporting. 

- The  Loan  System  processes  the  financial  institution's 
consumer,  commercial,  and  mortgage  loan  portfolios. 
Consumer  loan  processing  services  include  automatic 
coupon  book  ordering,  officer  performance  reporting, 
delinquency  reporting,  credit  bureau  interfaces,  variable  loan 
rate  adjustment,  credit  life  insurance  calculation,  and 
processing  of  automatic  drafts  from  deposit  accounts. 
Commercial  loan  processing  services  include  additional 
capabilities  such  as  complete  commitment  accounting, 
collateral  tracking,  and  participant  account  reporting. 
Mortgage  loan  services  include  processing  for  adjustable  rate 
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loans,  investor  reporting,  loan  warehousing,  and  escrow 
accounts  and  analysis. 

- The  Financial  Accounting  and  Reporting  System  provides 
general  ledger,  budgeting,  financial  accounting,  and  cost 
accounting  capabilities  for  financial  institutions.  Asset  and 
liability  management  systems,  planning  and  forecasting 
systems,  and  other  financial  management  services  are  also 
provided. 

- The  Customer  Information  System  integrates  all  of  a 
financial  institution's  banking  applications  into  a single 
system  and  provides  an  information  data  base  and  the 
accounting  and  audit  controls  necessary  to  maintain  the  data 
base.  All  banking  transactions  are  posted  to  an  on-line 
general  ledger,  and  customized  internal  reports  detailing 
customer  profitability,  budget  variances,  and  cost/profit 
center  performance  are  generated. 

• Back  office  services  include  proofing  and  encoding,  bulk 
statement  filing,  statement  mailing,  and  truncation  in  order  to 
accommodate  additional  check  processing  needs  of  its 
customers.  Other  services  include  account  reconciliation 
processing,  document  storage,  filming,  stamping,  archival 
storage,  and  statement  rendering. 

• Microcomputer  software  and  related  products  permit  access  to 
EDS'  mainframes  on  a remote  basis.  Products  are  available  for 
Asset/Liability  Management,  Financial  Management 
Information,  Loan  Origination  and  Document  Printing,  Loan 
Loss  Control,  Safe  Deposit  Box,  Call  Reporting,  Back-Up 
Withholding  (1099s),  General  Ledger,  Fixed  Asset  Accounting, 
and  Planning  & Budgeting. 

• Through  the  acquisition  of  MTech,  EDS  complemented  its 
activities  in  the  financial  marketplace. 

- EFT  services  are  provided  to  financial  institutions  and 
retailers  through  the  MPACT  Network. 

• The  MPACT  Network,  established  in  1979,  includes 
approximately  1,300  MPACT  ATMs  and  approximately 
2.5  million  MPACT  debit  cards  issued  to  customers  of 
member  financial  institutions  located  primarily  in  Texas, 
Louisiana,  Arkansas,  New  Mexico,  Oklahoma,  West 
Virginia,  and  Massachusetts. 
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• MPACT  has  interface  relationships  with  24  other 
regional  and  national  networks  such  as  CIRRUS, 
PULSE,  American  Express,  HONOR  and  DISCOVER, 
which  allow  approximately  50  million  additional  holders 
of  debit  cards  access  to  the  MPACT  Network  and  make 
over  15,000  additional  ATMs  available  to  MPACT 
cardholders. 

• Financial  transaction  processing  software  products,  generally 
available  both  domestically  and  internationally,  include  the 
following: 

- The  Card  Management  System  performs  daily  limit  tracking 
on  the  use  of  a customer's  debit  or  credit  card.  The  system  is 
designed  primarily  for  financial  institutions  that  issue 
debit/credit  cards.  GTE  also  uses  the  system  for  its  FON 
debit  cards. 

- The  Card  Authorization  System  provides  electronic  or  voice 
authorization/denial  of  debit  and  credit  card  transactions. 
The  system  is  designed  for  any  financial  institution  that 
issues  debit  and  credit  cards. 

- The  Card  Processing  System  is  an  integrated  debit  and  credit 
card  processing  system  for  large  financial  institutions  with 
large  debit  and  credit  card  portfolios.  The  system  processes 
transactions  for  national  credit  cards  as  well  as  private-label 
cards. 

- The  Merchant  Accounting  System  supports  a financial 
institution's  accounting  function  as  it  relates  to  merchants 
and  their  revolving  credit  relationship  with  an  institution. 

The  system  performs  accounting  for  merchant  deposits, 
discounting,  fee  billing,  invoicing,  and  profitability. 

The  Insurance  Industry  Group  provides  FM  and  processing 
services  and  turnkey  systems  to  commercial  insurance  companies 
and  Blue  Cross/Blue  Shield  organizations  (where  state  money  is 
not  involved). 

• During  1988,  EDS  processed  over  330  million  life,  health,  and 
casualty  insurance  claims,  impacting  over  50  million  people. 

• EDS  provides  centralized  processing  and  communications 
services  to  a major  insurance  industry  consortium  that  serves 
70%  of  all  Fortune  500  companies.  In  1988,  one  in  five 
Americans  in  40  states  participated  in  this  program.  More  than 
23  million  claims  were  processed. 
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• During  the  first  quarter  of  1989,  EDS  signed  a 12-year  FM 
agreement  with  Whitehall  Insurance  Holdings,  Ltd.  to  convert 
the  life  and  group  business  of  one  of  Whitehall's  subsidiaries 
(Bradford  National  Life  Insurance  Co.)  to  the  Equity  Plus  and 
Group  Management  Systems  at  another  Whitehall  subsidiary 
(Lamar  Life  Insurance  Co.). 

• During  1988,  EDS  was  awarded  the  following  insurance 
processing/FM  contracts: 

- EDS  was  awarded  a contract  with  Blue  Cross/Blue  Shield  of 
Illinois  to  implement  a multi-carrier  system  in  several  of  its 
offices  and  link  them  using  EDS*NET  and  EDS  information 
processing  centers. 

- In  January  1988,  EDS  received  a twelve-year  FM  contract 
extension  from  Security  Mutual  Life  Insurance  Company. 
EDS  will  install  The  Insurance  Machine*^,  a life  insurance 
administration  system.  Other  Insurance  Machine  clients 
include  Allstate,  Union  Central  Life,  Colonial  Life  and 
Accident,  Motors  Insurance  Corporation,  Chubb  Life 
Insurance  Co.  of  America,  the  Amfas  Group  of  the 
Netherlands,  and  Confederation  Life  of  Canada. 

• During  the  fourth  quarter  of  1988,  EDS,  in  cooperation  with  the 
Harvard  Community  Health  Plan,  formed  Interpractice 
Systems.  This  separate  company  will  develop  and  market  an 
integrated  clinical,  administrative,  and  financial  management 
system  targeted  to  various  health  care  organizations.  The  new 
system  will  automate  medical  records  as  well  as  provide 
diagnostic  and  patient  self-education  information. 

• With  the  acquisition  of  General  Data  Systems,  Ltd.  (GDS) 
during  1988,  EDS  also  offers  turnkey  systems  for  the 
automation  of  underwriting  decisions,  rating  lines  of  insurance, 
and  the  processing  of  commercial  policies  for  property  and 
casualty  insurance  companies. 

The  Commercial,  Communications,  and  International  Services 
Group  provides  a range  of  FM,  systems  integration,  and 
professional  services  to  domestic  and  international  clients.  EDS 
was  one  of  the  world's  first  commercial  systems  integration 
specialists  and  has  emerged  as  a major  force  in  both  government 
and  commercial  markets. 

• Examples  of  recent  domestic  commercial  contracts  obtained  by 
EDS  include  the  following: 
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- In  November  1988,  EDS  formed  a ten-year  enterprise 
management  agreement  with  Enron  Corp.  (Houston),  a 
leading  U.S.  gas  company,  to  assume  management 
responsibility  for  Enron's  computing,  software  development, 
and  telecommunications  functions. 

- During  1988,  EDS  was  awarded  FM  contracts  with  several 
other  oil  and  gas  industry  clients,  including  Placid  Oil  Co.  of 
Dallas  (five-year  contract).  Hunt  Energy  Corporation  (five- 
year  contract),  Penrod  Drilling  Corporation  (one-year 
contract),  and  Freeport-McMoRan  of  New  Orleans. 

- In  the  fourth  quarter  of  1988,  EDS  signed  a contract  with 
TELIC  to  provide  computer  and  data  processing  resources. 
TELIC  provides  customized  administrative  and  operations 
software  systems  to  telephone,  electric,  and  gas  companies  in 
North  America. 

- In  February  1988,  EDS  signed  a ten-year  contract  to  provide 
systems  integration,  telecommunications,  and  FM  services  to 
the  Loews  Anatole  Hotel  in  Dallas. 

- During  1988,  EDS  won  an  eight-year  FM  contract  with  Riser 
Foods,  Inc.,  a retail  grocery  and  wholesale  distributor  in 
Ohio. 

- During  1988,  EDS  was  awarded  an  eight-year  contract  from 
jewelry  manufacturer  CJC  Holdings  to  provide  FM  services, 
implement  financial  applications,  and  consolidate 
manufacturing  systems. 

- As  a systems  partner  to  Apple  Computer,  EDS  will  assist  in 
upgrading  Apple's  corporate  computer  and  communications 
capabilities. 

- In  August  1988,  EDS  signed  a major  plant  automation 
agreement  with  Caterpillar  to  integrate  manufacturing 
software  packages  being  installed  in  Caterpillar's  new  plants 
in  Aurora  and  East  Peoria  (IL). 

- During  the  fourth  quarter  of  1988,  EDS  formed  an 
agreement  with  Ryder  System  to  define,  develop,  and 
implement  a corporate-wide  human  resource  management 
system. 
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• International  contract  awards  include  the  following: 

- During  the  first  quarter  of  1989,  EDS  signed  a three-and- 
one-half-year  agreement  with  BASF  (a  West  German 
chemical  company)  to  provide  an  information  technology 
infrastructure  for  the  chemical  company's  storage  and 
packaging  department. 

- In  Spain,  EDS  will  develop  and  implement  an  automatic 
warehouse  system  for  Danone,  a large  producer  of  dairy 
products. 

- Under  contract  with  DANZAS-SATEM  (France),  EDS  will 
operate  and  maintain  the  company's  distribution  systems. 

- EDS'  seven-year  contract  extension  with  French 
manufacturer  Gallay  provides  for  administrative  systems  and 
manufacturing  applications  services. 

- Also  during  the  quarter,  EDS  negotiated  a 10-year  contract 
with  the  International  Bank  of  Asia  (Hong  Kong)  to  assume 
responsibility  for  its  information-technology  systems. 

- In  December  1988,  E.D.S.  of  Canada,  Ltd.  received  a five- 
year  contract  to  provide  complete  processing  services  for 
CAMI  Automotive,  Inc.,  a joint  venture  between  GM  of 
Canada  and  Suzuki. 

- In  February  1988,  EDS  was  awarded  a seven-year  agreement 
with  the  United  Kingdom  Civil  Aviation  Authority  (CAA)  to 
manage  the  CAA's  administrative  computer  systems  and 
headquarters  data  center.  EDS  is  also  participating  in  the 
development  of  improved  communications  between  CAA's 
departments.  The  operation  of  60  offices  will  be  linked 
through  minicomputer  installations,  which  are  to  be 
integrated  with  a headquarters  administrative  system. 

- During  1988,  EDS  and  Shearson  Lehman  Hutton  finalized  a 
five-year  agreement  for  EDS  to  implement  an  extended 
application  of  TradePro  for  Shearson's  international 
operations.  This  is  in  addition  to  EDS'  work  in  support  of 
Shearson's  UK  securities  trading  in  capital  markets  and 
international  equities. 

- EDS  will  assist  France  Telecom  in  the  implementation  of 
telecommunications  capabilities  that  will  allow  France 
Telecom  to  provide  integrated  voice  and  data  services  to  its 
customers. 
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- During  1988,  EDS  won  a contract  extension  with  Unilever, 
the  Anglo/Dutch  consumer  products  company,  to  provide 
FM  and  systems  integration  services  for  ten  Unilever 
operating  companies. 

- EDS  signed  a five-year  contract  with  Sociaal  Fonds 
Bouwijverheid,  the  social  security  administration  for  the 
Dutch  construction  industry,  to  install  and  operate  a pension 
fund  system. 

- EDS  finalized  an  eight-year  contract  with  Netherlands 
shipbuilder  Verolme  Scheepswarf  Heusden  B.V.  to  develop 
and  manage  new  financial  and  reporting,  personnel,  time 
registration,  and  production  systems. 

- EDS  currently  has  more  than  250  international  contracts 
with  clients  in  various  industries. 

EDS’  GM  revenue  comes  from  designing,  installing,  and  operating 

GM  information  systems  and  implementing  the  automaker's  large 

private  digital  telecommunications  network.  Project  examples 

include  the  following: 

• During  1988,  EDS  signed  a five-year,  fixed-price  agreement 
with  GM's  Automotive  Components  Group  to  provide 
computer,  information  processing,  and  communications 
services. 

• EDS  has  a long-term,  fixed-price  agreement  with  Chevrolet- 
Pontiac-GM  of  Canada  Group  to  provide  development, 
ongoing  support,  IPC  operations,  plant  floor  automation 
services,  and  communications  support. 

• EDS  and  Buick-Oldsmobile-Cadillac  Group  (B-O-C)  finalized 
a five-year  contract  for  EDS  to  provide  computer,  information 
processing,  and  communications  services  to  B-O-Cs  26 
manufacturing  plants  and  business  locations. 

• During  the  fourth  quarter  of  1988,  EDS  signed  a four-year 
contract  extension  with  the  GM  Truck  & Bus  Group.  This 
extension  was  made  half-way  through  an  existing  five-year 
contract. 

• In  July  1988,  EDS  signed  individual  contracts  with  CADAM, 
Inc.  and  McDonnell  Douglas  Information  Systems  Company 
that  call  for  the  two  firms  to  act  as  strategic  partners  in  GM's 
CAD/CAM/CAE/CIM  (C4)  program.  The  program's  goal  is 
to  build  a C4  Data  Pipeline,  encompassing  a data,  computing. 
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and  communications  architecture  based  on  open  industry 
standards.  CADAM  and  McDonnell  Douglas  software, 
combined  with  EDS'  corporate  graphics  system  software,  will 
form  the  nucleus  for  the  C4  program. 

• EDS  continues  to  support  all  other  areas  of  General  Motors, 
including  GMAC  and  staff  and  administrative  functions. 


Approximately  59%  ($2.8  billion)  of  EDS'  total  1988  revenue  was 
derived  from  its  parent  company,  GM,  and  2%  was  derived  from 
interest  and  other.  The  remaining  39%  ($1.9  billion)  of  total 
revenue  was  derived  from  clients  in  various  industries,  including 
banking  and  finance,  insurance,  manufacturing,  retail,  distribution, 
transportation,  and  energy. 


INPUT  estimates  approximately  90%  EDS'  total  1988  revenue  was 
derived  from  North  American  operations.  The  remaining  10% 
was  derived  from  international  sources. 

EDS  has  nearly  7,300  international  employees. 


EDS  currently  operates  21  Information  Processing  Centers  (IPCs) 
worldwide. 

• EDS  has  over  300  mainframes  from  various  manufacturers 
installed  at  these  centers,  including  IBM,  National  Advanced 
Systems  (NAS),  and  Amdahl  systems. 

• IPC  locations  include  Richardson,  Dallas,  and  Plano  (TX); 
Sacramento  (CA);  Camp  Hill  (PA);  Auburn  Hills  and  Warren 
(MI);  Herndon  (VA);  and  Paris. 

In  March  1989,  EDS  officially  opened  the  world's  first  Information 
Management  Center  (IMC)  in  Plano  (TX),  a network  command 
site  responsible  for  managing  EDS*NET,  EDS'  private  digital 
network  that  will  ultimately  manage  the  telecommunications 
needs  of  EDS'  Information  Processing  Centers. 

• Through  EDS*NET,  over  730  million  transactions  are 
processed  each  month--nearly  17,000  transactions  per  minute. 
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Lester  M.  Alberthal,  Jr.,  President  and 
CEO 

Wholly  Owned  Subsidiary  of  General 
Motors  Corporation,  GM  Class  E Stock 
Total  Employees:  45,000 
Total  Revenue,  Fiscal  Year  End 
12/31/86:  $4,379,400,000 
Non-GM  Computer  Services  Revenue:  • 
$1,125,900,000 


THE  COMPANY 

• Electronic  Data  Systems  Corporation  (EDS),  founded  in  1962,  is  a leading 
computer  and  communications  services  company  providing  information 
processing,  systems  management,  and  communications  services  for  the 
banking,  manufacturing,  retail,  and  telecommunications  industries.  Other 
major  markets  include  insurance  companies,  government-funded  health 
insurance,  credit  union  processing  services,  government  professional  services, 
and  health  care  systems. 

• Effective  October  18,  1984,  General  Motors  Corporation  (GM)  acquired 
Electronic  Data  Systems  Corporation  (EDS)  and  its  subsidiaries  for  approxi- 
mately $2.5  billion. 

The  acquisition  was  consummated  through  an  offer  to  exchange  EDS 
common  stock  for  either  $44  in  cash  or  $35.20  in  cash  plus  two-tenths 
of  a share  of  Class  E common  stock,  plus  a nontransferable  contingent 
promissory  note  issued  by  GM. 

The  earnings  of  EDS  and  its  subsidiaries  since  the  acquisition  form  the 
base  from  which  any  dividends  on  the  GM  Class  E common  stock  will  be 
declared.  These  earnings  include  income  earned  from  services  provided 
to  GM  and  its  other  subsidiaries. 

In  connection  with  the  acquisition,  EDS  changed  its  fiscal  year  end 
from  June  30  to  December  31.  In  the  five-year  summary  below,  finan- 
cials have  been  restated  to  reflect  this  change. 

• EDS's  total  1986  revenue  reached  $4.4  billion,  a 27%  increase  over  1985 
revenue  of  $3.4  billion.  Net  income  rose  37%,  from  $189.8  million  in  1985,  to 
$260.9  million  in  1986.  A five-year  financial  summary  follows: 
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FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


'~~-«>...__FISCAL  YEAR 
ITEM 

1986 

1985 

1984 

1983 

1982 

Revenue 

$ 4,379.4 

$ 3,444.7 

$ 947.4 

$731.8 

$574.4 

. Percent  increase 

from  previous  year 

27% 

264% 

29% 

27% 

15% 

Income  before  taxes 

$ 463.1 

$ 362.5 

$ 139.3 

$1 16.9 

$ 87.5 

. Percent  increase 

from  previous  year 

28% 

160% 

19% 

34% 

27% 

Net  income  (a) 

$ 260.9 

$ 189.8 

$ 80.7 

$ 65.2 

$ 53.0 

. Percent  increase 

from  previous  year 

37% 

135% 

24% 

23% 

27% 

Earnings  per  share  (a) 

$ 2.13 

$ 1.57 

$ 0.67 

$ 0.54 

$ 0.44 

. Percent  increase 

from  previous  year 

36% 

134% 

24% 

23% 

26% 

(a)  Pro  forma 


• The  extreme  growth  rates  from  1984  to  1985  reflect  EDS's  acquisition  by  CM 
and  the  large  amount  of  business  EDS  now  does  for  GM's  internal  data 
processing  activities. 


• Non-GM  revenue  increased  15%  during  1986.  EDS  management  projects  that 
non-GM  business  could  increase  18%  during  1987.  A further  breakdown  of 
1986,  1985,  and  1984  revenue  follows  ($  millions); 


■ — FISCAL  YEAR 

ITEM  

1986 

1985 

1984 

Systems  and  contracts 
. Outside  customers 
. GM  and  affiliates 

$ 1,125.9 
3,195.1 

$ 978.3 

2,428.1 

$866.6 

59.3 

Subtotal 

$ 4,321.0 

$ 3,406.4 

$ 925.9 

Interest  and  other 

$ 58.4 

38.3 

21.5 

Total 

$ 4,379.4 

$ 3,444.7 

$947.4 

In  early  December  I 986,  GM  bought  out  founder  Ross  Perot's  stock  for  over 
$700  million.  The  buyout  paid  Perot  and  three  other  high  ranking  EDS 
executives  nearly  twice  the  current  market  price  for  their  Class  E stock.  At 
the  same  time,  GM  formed  a new  business  unit  for  its  high-technology  defense 
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and  electronics  activities  headed  by  Donald  J.  Atwood  that  includes  EDS, 
Hughes  Aircraft,  Delco  Electronics,  and  GM's  other  defense  operations. 

• In  November  1986,  it  was  made  known  that  General  Motors  and  EDS  had 
conducted  two  months  of  negotiations  with  AT&T  with  the  intent  of  estab- 
lishing a major  processing  contract  with  AT&T.  Although  the  discussions  have 
been  discontinued,  AT&T  and  EDS  will  continue  to  have  a close  relationship. 
The  companies  signed  a long-term  contract  in  January  1985  to  jointly  develop 
and  sell  specialized  computer  services  and  products  to  large  corporate  users. 
This  contract  brought  several  contracts  to  the  vendor  team  during  1986. 

• The  GM  acquisition  has  generated  four  major  business  opportunities  for  EDS: 
factory  automation,  automation  of  employee  benefits,  communications,  and 
international.  During  1986,  EDS  operations  were  organized  into  the  following 
major  units; 

Government  Systems  provides  facilities  management,  including  state- 
controlled  health  care  (or  Medicaid)  activities,  and  systems  integration 
services  to  federal,  state,  and  local  government  customers. 

The  Financial  and  Insurance  Group  combines  EDS's  traditional  business 
with  banks,  savings  and  loans,  and  credit  unions,  its  facilities  manage- 
ment insurance  business  (including  Blue  Cross/Blue  Shield,  where  state 
money  is  not  involved),  its  work  in  GM's  benefits  administration,  and  its 
work  for  GMAC. 

The  International,  Commercial,  and  Communications  Services  Group 
supports  the  following  businesses: 

. International-all  activities  outside  North  America. 

. Communications  Services— all  communications  projects. 

. North  American  Commercial— non-GM  facilities  management 
and  systems  automation  for  the  manufacturing,  distribution,  and 
retail  industries. 

GM  North  America  supports  GM. 

• EDS's  1986  non-GM  systems  revenue  was  derived  approximately  as  follows: 

Revenue  Percent 


($  Millions)  of  Total 


Government  Systems 
Financial  and  Insurance 

$ 462 

41% 

Systems 

International /Commercial/ 

428 

38 

Communications 

214 

19 

Other 

22 

_2_ 

$ 1,126 

1 00% 
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• Recent  acquisitions  naade  by  EDS  include  the  following: 

In  April  1987  EDS  acquired  Amtec  Information  Services,  Inc.  of 
Lakewood  (CA). 

. Amtec  publishes  technical  manuals  and  service  catalogs  for  the 
automobile,  aviation,  and  legal  industries. 

. Amtec,  with  267  employees,  recently  introduced  a compact-disk 
read-only  memory-based  data  storage  and  retrieval  system 
called  Opti/Search. 

In  December  1986  EDS  purchased  exclusive  rights  to  CARS  36, 
DYATRON’s  automobile  dealership  software  product. 

In  August  1986  EDS  acquired  the  rights  to  Anacomp's  CIS  retail  banking 
software  product  in  exchange  for  undisclosed  cash  payments  and 
expense  reimbursements. 

In  late  1986  EDS  acquired  the  Information  Management  Services 
Division  (Rapidata  Division)  of  National  Data  Corporation  (NDC). 
Terms  of  the  purchase  were  not  disclosed. 

The  division,  created  during  fiscal  1982  in  connection  with 
NDC's  acquisition  of  Rapidata,  Inc.,  provides  interactive  remote 
computing,  data  base,  and  microcomputer-based  processing 
services  primarily  for  financial  planning,  banking,  money, 
investment  management,  and  marketing  applications. 

. According  to  NDC  financials,  revenue  from  this  business 
segment  was  approximately  $11.6  million,  $18.1  million,  and 
$23.2  million  for  fiscal  1986,  1985,  and  1984,  respectively. 

International  computer  services-related  acquisitions  include: 

. Unilever  Computer  Services  Ltd.  (UCSL)  of  Britain,  a provider 
of  facilities  management  and  specialized  computer  services,  was 
acquired  in  December  1984  as  part  of  EDS's  FM  contract  with 
Unilever. 

. RSV  Data  of  Holland  was  acquired  in  1984. 

. Societe  Pour  L'Informatique  (SPI),  a wholly  owned  software  and 
services  unit  of  Pechiney,  was  acquired  in  December  1986.  SPI 
added  nearly  600  employees  to  EDS's  French  base. 

• Following  the  alliance  with  CM,  EDS's  workforce  grew  from  14,000  in  June 
I 984  to  40,000  employees  by  the  end  of  I 985  and  45,000  by  the  end  of  I 986. 
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On  January  I,  1985,  approximately  9,000  of  GM's  information  services 
employees  officially  joined  EDS.  Over  the  course  of  that  year,  EDS 
recruited  and  hired  upwards  of  16,000  more  new  employees. 

EDS  currently  has  approximately  45,000  employees. 

• EDS's  total  revenue  for  the  three  months  ending  March  31,  1987  reached 
$1,039.5  million,  compared  to  $997  million  for  the  same  period  in  1986.  Net 
income  reached  $64.6  million,  compared  to  $55.6  million  for  the  same  period  a 
year  ago.  A further  breakdown  of  source  of  revenue  follows  ($  millions): 


Three  Months 
Ending 
3/31/87 

Three  Months 
Ending 
3/31/86 

Systems  and  contracts 
. Outside  customers 
. GM  and  affiliates 

$ 301.9 

720.1 

$ 251.3 

735.7 

$1,022.0 

$ 987.0 

Interest  and  other 

17.5 

10.0 

$ 1,039.5 

$ 997.0 

• Major  competitors  of  EDS  are: 

Insurance  claims  processing:  Computer  Sciences  Corporation  (CSC), 

The  Computer  Company,  McDonnell  Douglas  Information  Systems 
Group,  and  Unisys  (System  Development  Corporation). 

Hospital  systems:  Shared  Medical,  McDonnell  Douglas  Information 

Systems  Group,  HBO,  and  Technicon. 

Government  systems:  CSC,  Unisys,  Planning  Research  Corporation, 

and  Boeing  Computer  Services. 

Banking  services:  Automatic  Data  Processing,  Systematics,  and 

Anacomp. 

Credit  unions:  Control  Data's  Business  Information  Services  and 

Citicorp. 

Remote  computing  services:  Boeing  Computer  Services,  Martin 

Marietta,  CSC,  and  GEISCO. 

Systems  integration:  Scientific  Applications  International,  BDM 

International,  Unisys,  and  IBM. 

Facilities  management:  CSC  and  Systematics. 
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KEY  PRODUCTS  AND  SERVICES 

• INPUT  estimates  72%  of  EDS's  1986  non-GM  systems  revenue  was  derived 
from  its  various  processing  services,  22%  from  professional  services,  5%  from 
turnkey  systems,  and  1%  from  software  products. 

• EDS's  non-GM  services  are  offered  as  follows: 

Facilities  Management  (FM):  EDS  assumes  virtually  all  of  the  data 

processing  and  communications  requirements  for  the  customer  over  a 
multiyear  term.  Responsibilities  include  the  design  and  implementa- 
tion of  business  information  systems,  the  staffing  of  the  data  proces- 
sing functions,  the  development  and  maintenance  of  necessary 
software,  and  the  operation  of  all  computer  activities. 

Systems  Integration;  EDS  designs,  implements,  and  installs  the  appro- 
priate combination  of  hardware  and  software  integrated  into  a total 
system  designed  to  fulfill  the  processing  and  communications 
requirements  of  an  application  of  the  customer. 

Fiscal  Agent:  EDS  is  responsible  for  all  data  processing  functions  as 
well  as  other  administrative  duties.  These  may  include  processing  and 
paying  claims  as  well  as  ensuring  proper  coordination  of  benefits. 

Professional  Services;  EDS  provides  system  design,  custom/contract 
programming,  consulting,  engineering  services,  education,  and  training. 

Processing  Services;  EDS  provides  data  processing  services  from  an 
EDS  data  center  billed  on  a predetermined  minimum  monthly  basis, 
usually  based  on  the  number  of  transactions. 

• The  Government  Systems  Group  provides  systems  integration  services  and 
state-controlled  Medicaid/Medicare  services,  as  well  as  Blue  Cross/Blue 
Shield  FM  services.  Recent  contracts  awarded  to  EDS  include  the  following; 

During  1986  EDS  was  awarded  an  eight-year  contract  by  the  U.S.  Air 
Force  to  implement  and  Integrate  a worldwide  Combat  Ammunition 
System  to  monitor  the  inventory,  condition,  and  maintenance  of  the  Air 
Force's  conventional  munitions. 

For  the  Office  of  the  Secretary  of  Defense  (OSD),  EDS  has  begun  work 
on  an  eight-year  contract  to  integrate  an  office  automation  system 
that  will  help  the  OSD  better  fulfill  its  extensive  reporting  and  inquiry 
requests  from  the  Department  of  Defense  and  Congress. 

Project  VIABLE  is  a ten-year  contract  with  the  Army  begun  in  1982. 
Now  known  as  ASIMS  (for  Army  Standard  Information  Management 
System),  the  contract  calls  for  EDS  to  integrate  Army  information 
processing  worldwide,  including  hardware,  software,  technical  support, 
user  training,  and  documentation. 
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Also  in  1986,  the  Army  Corps  of  Engineers  awarded  EDS  a five-year 
contract  to  continue  its  support  of  the  Army's  Housing  Operations 
Management  System  (HOMES).  In  support  of  system  users  in  Europe, 
the  Far  East,  and  North  and  Central  America,  EDS  will  provide 
application  software  maintenance  and  systems  deployment.  EDS's  work 
for  the  HOMES  program  began  in  1983. 

In  December,  EDS  won  its  first  contract  with  the  U.S.  Department  of 
Commerce.  Under  the  five-year  agreement,  EDS  will  provide  demand 
processing  services  and  telecommunications  to  the  National  Oceanic 
and  Atmospheric  Administration  (NOAA),  the  largest  administrative 
organization  within  the  Department  of  Commerce. 

EDS  received  a five-year  contract  with  a five-year  extension  from  the 
National  Automobile  Club  of  California,  an  EDS  customer  since  1975. 
Under  the  terms  of  the  contract,  EDS  will  provide  accounting, 
reporting,  and  membership  and  claims  processing  services.  In  addition, 
the  company  will  design,  implement,  and  maintain  a new  claims 
processing  and  membership-inquiry  system. 

The  company  received  a two-year  extension  from  the  Massachusetts 
Department  of  Public  Welfare,  an  EDS  customer  since  1978.  In  support 
of  the  Massachusetts  food  stamp  program,  EDS  will  continue  to  provide 
complete  fiscal  agent  services. 

The  New  York  State  Department  of  Social  Services  extended  its 
contract  with  EDS  for  implementation  support  for  the  Welfare 
Management  System  in  New  York  City. 

EDS  was  awarded  a five-year  contract  with  the  Connecticut  Depart- 
ment on  Aging  to  implement  and  operate  systems  in  support  of 
ConnPACE,  the  state's  pharmaceutical  assistance  program. 

The  California  Department  of  Health  Services  awarded  EDS  a three- 
year  contract  to  provide  claims  processing  services  for  the  Child 
Health  and  Disability  Prevention  program. 

In  1986,  major  Medicaid  contract  extensions  came  from  the  states  of 
Texas,  Kentucky,  Vermont,  Connecticut,  Wisconsin,  Idaho,  and 
Florida.  The  company  also  won  a new  five-year  contract  with  the  state 
of  Georgia. 

The  largest  government  contract  of  1985  was  a ten-year  office 
automation  agreement  with  the  U.S.  Department  of  Agriculture.  In 
this  agreement,  the  data  processing  requirements  of  both  the  Soil 
Conservation  Service  and  the  Farmers  Home  Administration  will  be 
serviced.  EDS  will  provide  integrated  office  systems,  which  include 
AT&T  Information  Systems  hardware  and  software,  education  and 
training,  and  upgrades  for  the  ten-year  contract  life  cycle. 
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The  Navy  Inventory  Control  Point  program  that  was  awarded  to  EDS  is 

estimated  at  $350  million,  not  including  code  conversion,  testing,  and 

work  packages,  for  the  base  contract  of  eight  years,  with  two  eight- 

year  renewal  options. 

U.S.  Postal  Service  award  to  EDS  for  CAB-SUNSET. 

Other  contract  awards  include; 

. A multiyear  contract  extension  for  supporting  the  Defense 

Enrollment  Eligibility  Reporting  System  (DEERS)  for  the 
Department  of  Defense  (DOD). 

. A DOD  contract  to  design,  implement,  and  maintain  a worldwide 
personnel  system— RAPIDS  (Realtime  Automated  Personnel 
Identification  System). 

. Extension  of  two  contracts  with  the  Department  of  Energy. 

• The  financial  and  insurance  industries,  which  contributed  38%  to  1986  non-GM 
systems  revenue,  represented  a significant  market  for  EDS  prior  to  the  GM 
acquisition. 

During  1986,  EDS  signed  insurance  processing/FM  contracts  as  follows: 

. A new  long-term  contract  with  Allstate  Insurance  Company  to 
provide  support  to  Allstate's  Write-Your-Own  flood  insurance 
program,  including  policy  and  premium  processing,  claims 
processing,  underwriting,  and  customer  service  response. 

. During  1986,  Guarantee  Group  Inc.  of  Jacksonville  (FL)  awarded 
EDS  a ten-year  FM  contract  for  services  supporting  the  organi- 
zation's insurance  processing  and  administrative  activities. 

. EDS  has  begun  a large-scale  systems  development  effort  for  the 
Asbestos  Claims  Facility,  based  in  Princeton  (NJ),  and  supported 
by  a consortium  of  16  major  private  insurance  firms  and  33 
asbestos  manufacturers. 

During  1985  EDS  signed  insurance  processing/FM  contracts  as  follows; 

. A three-year  contract  with  Aetna  Casualty  and  Surety  Company 
of  Hartford  (CT)  to  provide  processing  services  for  the  Write- 
Your-Own  flood  insurance  program. 

. A two-year  contract  extension  with  Transamerica  Occidental. 

. A ten-year  FM  contract  with  Jackson  National  Life  Insurance 

Company  (Michigan). 
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. A three-year  FM  contract  renewal  with  Shand,  Morahan  and 
Company,  Inc. 

. A three-year  flood  insurance  support  contract  with  Auto-Owners 
Insurance  Company  (Michigan). 

. A three-year  flood  insurance  support  contract  with  Balboa 
Insurance  Group  (California). 

Medicare  and  Medicaid  contracts  have  been  performed  by  EDS  for  over 
20  years.  Medicaid  states  now  served  total  16  and  Medicare  states 
total  13.  Medical-related  contracts  awarded  include  the  following: 

. In  April  1987,  EDS  announced  it  had  signed  its  largest  insurance 
industry  contract  ever  with  National  Account  Service  Company 
(NASCO),  a joint  venture  of  Blue  Cross  and  Blue  Shield  plans  in 
Michigan,  Connecticut,  New  Jersey,  New  York,  and  California 
that  currently  provide  health  care  coverage  to  20  million  people. 

EDS  will  provide  claims  processing,  membership 
processing,  statistical  reporting,  and  data  analysis 
services  through  its  Total  Plan  System  which  is  currently 
used  to  provide  integrated  health  care  processing  services 
to  several  Blue  Cross  and  Blue  Shield  plans. 

The  contract  term  is  I I years,  with  an  option  to  extend. 

. In  May  1987,  EDS  announced  a ten-year  FM  contract  with  Blue 
Cross  and  Blue  Shield  of  Arizona.  In  conjunction  with  the 
agreement,  EDS  and  Blue  Shield  of  California  agreed  to  extend 
their  contract  to  1997  and  will  consolidate  the  Arizona 
processing  onto  the  system  currently  used  by  Blue  Shield  of 
California. 

. Blue  Shield  of  California,  EDS's  oldest  and  largest  health  care 
customer,  awarded  the  company  a four-year  Medicare  Part  B 
contract  renewal  in  1986. 

. A contract  with  the  state  of  Arkansas  for  Medicaid  processing. 

An  expanded  FM  agreement  with  Blue  Cross/Blue  Shield  of  Iowa 
to  process  Nebraska  Medicare  claims. 

. EDS  now  performs  Medicare  processing  for  the  tri-state  area  of 
New  Hampshire,  Maine,  and  Vermont. 

In  late  1986,  EDS  introduced  The  Insurance  Machine®  , a life  insurance 
administration  system  designed  to  meet  insurance  processing  needs 
ranging  from  customer  services  to  strategic  planning.  Among  the 
organizations  installing  The  Insurance  Machine  are  Allstate,  Union 
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Central  Life,  Colonial  Life  and  Accident,  Motors  Insurance  Corpora- 
tion, the  Amfas  Group  of  the  Netherlands,  and  Confederation  Life  of 
Canada. 

Presently  EDS  processes  information  for  more  than  I I million  credit 
union  members  and  more  than  3,100  credit  unions  through  its 
CUNADATA  division.  Flagship'''’^-,  one  of  EDS's  information  services 
for  credit  unions  is  an  IBM  mainframe-based  product  specifically 
designed  to  meet  the  extensive  processing  needs  of  large  credit  unions. 

. In  1986,  EDS  added  Nevada  Federal  Credit  Union,  with  more 
than  74,000  members,  and  Point  Mugu  Credit  Union  (CA)  as 
Flagship  customers. 

. During  1985,  EDS  added  Tinker  Credit  Union,  with  more  than 
100,000  members,  and  AT&T  Communications  Employees' 
Federal  Credit  Union  as  customers. 

In  one  of  the  year's  most  significant  developments,  EDS  reached  major 
new  agreements  with  BANC  ONE  Corporation  of  Columbus  (OH),  and 
Minneapolis-based  Norwest  to  jointly  develop  a major  retail  bank 
processing  system  for  financial  institutions  with  $1  billion  or  more  In 
assets.  The  IBM-compatible  system  will  include  Integrated  deposit, 
loan,  customer,  and  delivery  applications.  EDS  will  provide  system 
enhancements  and  ongoing  support  for  its  customers. 

Other  recent  contract  awards  from  financial  customers  include  the 
following: 

. A five-year  contract  with  FirsTier  Inc.,  a large  multi-bank 
holding  company  headquartered  in  Nebraska. 

. A seven-year  contract  extension  with  Nevada  National  Bank. 

. New  1985  savings  and  loan  clients  include  California  institutions 
in  Pasadena,  Sacramento,  San  Francisco,  and  San  Mateo.  A 
long-term  FM  contract  was  signed  in  1985  by  Monroe  Savings 
Bank  in  Rochester  (NY). 

. Long-term  banking  contracts  were  signed  in  1985  with  Lincoln 
National  Bank  (IL),  River  Forest  State  Bank  (IL),  First  Galesburg 
National  Bank  (IL),  Bankers  Tech  (IL),  and  Midwest  Commerce 
Corporation  (IN). 

During  1986,  EDS  introduced  a series  of  products/services  targeted  to 
the  financial  marketplace. 

. Enhance^''''-  is  an  integrated  bank  data  processing  system  offered 
nationwide  through  EDS-NET,  the  company's  private  telecom- 
munications network.  Chicago-based  First  Colonial  Bankshares 
is  one  EDS  Enhance  customer. 
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. Compete^ is  a fully  integrated  data  base  system  for  mid-sized 
banks  and  holding  companies.  Compete  runs  on  IBM  System  38 
computers.  Compete  customers  include  Roanoke-based  Colonial 
American  National  Bank  and  San  Francisco-based  Bank  of 
Canton  of  California;  each  signed  a five-year  contract  in  1986. 
In  addition,  First  National  Bank  of  El  Dorado  (AR),  and  Citizens 
Bank  and  Trust  Company  of  Thibodaux  (LA),  each  awarded  EDS 
a seven-year  agreement  for  Compete. 

. TradePro^^-  is  a multi-currency  securities  trading  system 
designed  for  IBM  and  compatible  computers.  Within  two  months 
of  the  product's  announcement  in  July  1986,  both  Citicorp 
Investment  Bank  and  Bank  of  America  had  signed  TradePro 
contracts  with  EDS.  Later  in  1986,  Baltimore-based  Alex  Brown 
& Sons  Incorporated  also  signed  a contract  for  TradePro. 

• EDS's  commercial  and  communications  industry  and  international  business 
represented  19%  of  non-GM  systems  revenue  in  1986. 

EDS  was  one  of  the  world's  first  commercial  systems  integration 

specialists  and  has  now  emerged  as  a major  force  in  both  government 

and  commercial  markets.  Examples  of  commercial  contracts  obtained 

by  EDS  in  the  past  24  months  include: 

. Unilever,  the  world's  largest  consumer  goods  company  with  more 
than  $19  billion  in  revenues,  awarded  EDS  a ten-year  FM 
contract  to  manage  Unilever's  joint  main  corporate  offices  in 
London  and  Rotterdam.  Other  EDS  work  includes  the  installa- 
tion of  one  of  the  largest  and  most  advanced  private  digital 
telecommunications  networks  in  Europe  and  processing  services 
for  Unilever's  French  operation. 

. Citicorp:  an  integrated  brokerage  accounting  system. 

. Federal  Home  Loan  Bank  of  Chicago:  a clearinghouse  network 
for  the  124  participating  banks. 

. Isuzu  Motors:  worldwide  data  processing  and  telecommunica- 

tions upgrade  involving  Isuzu  locations  in  the  U.S.,  Japan,  and 
Europe. 

. K-Mart:  installation  of  a 800-store  point-of-sale  system. 

. Racal-Milgo  contract  for  integrating  manufacturing,  shipping, 

and  billing  activities. 

. The  development  of  an  industry-wide  information  network  for 

the  National  Cotton  Council  to  reduce  costs  associated  with 
cotton  trading  between  farmers  and  textile  mills. 
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. A seven-year  contract  with  United  Co-operatives  of  Ontario. 

. Extension  of  the  previous  FM  contract  with  Evans  Furs  in 

Chicago,  the  world's  largest  furrier. 

. CAD/CAM  processing  services  contract  with  Modern 
Engineering  Service  Company. 

EDS's  communications  industry  group  had  a range  of  agreements  with 
AT&T  in  1986.  In  January  1985  the  two  companies  formed  a strategic 
alliance  to  strengthen  both  companies'  ability  to  link  telecommunica- 
tions and  processing  systems.  In  June  1985,  AT&T  awarded  EDS  a long- 
term contract  for  assisting  AT&T  with  their  current  and  future  data 
processing  needs.  Other  contracts  include  the  following: 

. EDS  received  extended  contracts  with  AT&T  to  continue  to 
operate  the  AT&T  WATS/800  Billing  Conversion  System  and 
enhance  AT&T's  Federal  Billing  System,  to  provide  processing 
support  for  AT&T's  Business  Equal  Access  project,  and  to 
develop  an  integrated  branch  office  system  using  AT&T's 
products  and  services. 

. For  the  Telephone  Sector  of  Contel  Corporation,  EDS  is 

designing  a centralized,  integrated  billing  information  system. 

. Florida  Power  & Light  (FPL)  reached  an  agreement  with  EDS  to 
jointly  develop  and  install  an  automated  mapping  and 
information  management  system. 

. Ameritech,  the  parent  of  Bell  companies  in  five  Midwestern 

states,  awarded  EDS  a new  long-term  contract  to  custom  design 
an  automated  system  to  help  maintain  outside-plant  records. 

. EDS  was  recently  awarded  a contract  to  digitize  engineering 
plant  records  at  Indiana  Bell. 

. Pacific  Telesis,  another  of  the  seven  regional  Bell  holding 

companies,  awarded  EDS  a contract  to  design,  install,  and 
provide  ongoing  operation  of  a credit  account  system  associated 
with  FlexTel,  a new  employee  benefits  system. 

. A ten-year  FM  agreement  with  The  Western  Union  Telegraph 
Company  in  New  Jersey.  Almost  200  of  Western  Union's  14,000 
employees  have  joined  EDS  to  manage  information  services  for 
Western  Union's  Management  Information  Systems  Division. 

During  1986,  9%  ($380.2  million)  of  EDS's  overall  revenue  came  from 
non-U. S.  sources.  Of  this  revenue,  the  non-GM  portion  had  an  increase 
of  more  than  85%  over  1985.  EDS's  international  expansion  occurred 
primarily  due  to  its  acquisition  by  GM,  which  has  information 
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processing  operations  in  21  countries  in  Europe,  Latin  America,  and  the 
Pacific  Basin. 

. Non-GM  international  contracts  awarded  during  1986  and  1985 
include  the  following: 

Unilever's  systems  integration  contract. 

Providing  stock  and  merchandising  systems  to  Harris 
Queensway  PLC,  the  largest  retail  chain  in  the  U.K. 

Assisting  Midland  Bank  to  implement  a new  retail  banking 
system  in  the  U.K. 

Developing  and  operating  a foreign  exchange  administra- 
tion system  for  Nederlandse  Credietbank  N.V.,  a Chase 
Manhattan  Bank  subsidiary. 

Expansion  of  an  agreement  with  Spanish  National 
Railways. 

A five-year  contract  with  Data-Star  to  support  an  on-line 
data  base  of  worldwide  trade  statistics. 

Extension  of  work  for  Amfas  Insurance  Group. 

A five-year  contract  with  The  AIrPlus  Company  Ltd.  to 
implement  and  manage  a data  processing  system  to 
support  its  new  business  expense  charge  card. 

A seven-year  FM  contract  with  Shell  Brasil,  S.A. 

Providing  a diagnostic  assembly  line  system  for  Daewoo 
Motor  Company,  Ltd.  of  Korea. 

Supplying  CAD/CAM  software  service  support,  engineer- 
ing data  processing,  and  international  communications 
services  to  Isuzu. 

Providing  teller  terminal  services  throughout  Japan  to 
Citibank  N.A.  in  Tokyo. 

Expansion  of  an  agreement  with  the  largest  savings  and 
loan  Institution  in  Spain,  La  Caixa— Pensions  Savings 
Bank. 

A long-term  relationship  with  Rotterdamsche  Drydock 
Company  and  Wilton  Fijenoord,  two  Rotterdam  ship- 
builders. 
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Work  for  London  Buses  Ltd.,  a subsidiary  of  the  world's 
largest  transportation  corporation,  London  Regional 
Transport. 

Upgrading  and  integrating  computer  systems  supporting 
almost  5,000  schools  throughout  Belgium  for  Belgium's 
Flemish  Ministry  of  Education. 

. International  joint  venture  agreements  made  by  EDS  include  the 
following: 

In  April  1987,  EDS  and  Nippon  Information  Industry  Corp. 
(Nil)  formed  Nippon  EDS  Co.  The  company's  focus  is  on 
providing  large-scale  computer  services  and  telecom- 
munications projects. 

In  early  1987,  EDS  and  Olivetti  formed  Integrated 
Systems  Management  to  provide  engineering  and 

manufacturing  systems  to  the  manufacturing  industry. 

EDS  and  Lucky-Goldstar  Group  of  Korea  have  formed 
Systems  Technology  Management  to  provide  processing 
and  communications  services  to  Lucky-Goldstar  affiliates 
and  systems  integration  and  communications  services  to 
other  Korean  firms. 

. Samples  of  GM-related  international  contracts  Include: 

Projects  for  Adam  Opel  AG  of  West  Germany,  GM 
Holdens  of  Australia,  GM  Overseas  Corporation  in  Tokyo, 
Vauxhall  Motors  Ltd.  in  England,  Delco  Products 
Overseas  Corporation  of  Spain,  and  GM  in  Brazil. 

The  installing  of  the  first  transatlantic  digital  communi- 
cations link  merging  U.S.  and  European  transmission 
standards. 

• EDS's  GM  revenue  comes  from  designing,  installing,  and  operating  GM 
information  systems  and  implementing  for  the  automaker  the  largest  private 
digital  telecommunications  in  the  world.  Nearly  half  of  all  EDS  employees 
are  working  on  these  projects.  In  the  last  year  and  a half  EDS: 

Continued  to  rewrite,  update,  and  integrate  all  General  Motors 
Acceptance  Corporation  (GMAC)  processing  systems.  EDS  Is  also 
implementing  a nationwide  distributed  network  that  will  link  11,000 
GMAC  terminals. 

Continued  to  streamline  data  processing  for  GM  benefits  programs. 
Including  health,  pension,  life,  and  disability  insurance,  and  Is  installing 
a national  claims  system. 
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Completed  the  development  of  Dealerllne''''^-  , a dealer  Information 
system  that  links  CM  dealers,  offices,  and  factories  across  the  U.S. 

Completed  development  of  distributed  plant  floor  information  networks 
for  the  GMT  400  truck  development  program.  EDS  served  as  complete 
systems  integrator  for  this  project,  the  first,  full  scale.  Manufacturing 
Automation  Protocol  (MAP)  installation  at  CM. 

Developed  simulation  systems  for  GM  engineers. 

Developed  Automated  Guided  Vehicle  and  Automatic  Vehicle  Identifi- 
cation systems  for  the  assembly  line. 

In  April  1987,  GM's  Truck  and  Bus  Group  awarded  EDS  a five-year 
fixed-price  contract  for  various  computer  services. 

INDUSTRY  MARKETS 

• Approximately  73%  ($3,195  million)  of  EDS's  total  1986  revenue  was  derived 
from  its  parent  company,  GM,  and  1%  ($58  million)  was  derived  from  interest 
and  other.  The  remaining  26%  ($1,126  million)  of  total  revenue  (non-GM 
systems  revenue)  was  derived  approximately  as  follows; 


Revenue  Percent 

($  Millions)  of  Total 


Government 

$ 462 

41% 

Financial  and  Insurance 

426 

38 

International/Commercial 

Communications 

214 

19 

Other 

22 

_2 

$ 1,126 

100% 

GEOGRAPHIC  MARKETS 

• Approximately  91%  ($3,999  million)  of  EDS's  total  1986  revenue  was  derived 
from  North  American  operations.  The  remaining  9%  ($380  million)  was 
derived  from  international  sources. 

• In  terms  of  EDS's  non-GM  1986  revenue,  approximately  93%  was  derived  from 
the  U.S.  and  7%  from  international  sources.  Non-GM  international  business 
increased  over  85%  during  1986. 

• During  1985  EDS  assumed  responsibility  for  GM's  information  processing 
operations  in  21  countries  throughout  Europe,  Latin  America,  and  the  Pacific 
Basin. 

• EDS  has  nearly  6,000  international  employees. 
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COMPUTER  HARDWARE  AND  SOFTWARE 

• EDS  currently  operates  14  major  data  centers  In  the  U.S.  The  Information 
Processing  Centers  (IPCs)  contain  29  acres  of  raised  floor  space  with  an 
excess  of  100  large  mainframes  operating  250,000  computer  terminals.  EDS 
has  computers  from  various  manufacturers  installed,  including  IBM,  National 
Advanced  Systems  (NAS),  and  Amdahl. 

• Major  EDS  IPC  locations  are  as  follows; 

Richardson  (TX). 

Dallas  (TX). 

Plano  (TX). 

Sacramento  (CA). 

Camp  Hill  (PA). 

Auburn  Hills  (MI). 

Warren  (MI). 

Washington,  D.C.  area  (Herndon,  VA). 
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COMPANY  HIGHLIGHT 


ELECTRONIC  DATA  SYSTEMS 
CORPORATION 
7171  Forest  Lane 
Dallas,  TX  75230 
(214) 661-6000 


H.  Ross  Perot,  Chairman 
Morton  Meyerson,  President 
Public  Corporation,  NYSE 
Total  Employees:  13,000 
Total  Revenue,  Fiscal  Year  End 
6/30/83;  $651,579,000 
Computer  Services  Revenue; 
$615,979,000 


THE  COMPANY 

• Electronic  Data  Systems  Corporation  (EDS),  founded  in  1962,  is  the  leading 
services  company  providing  facilities  management  processing  services  for 
insurance  companies,  government-funded  health  insurance,  and  the  banking 
industry.  Other  major  markets  include  credit  union  processing  services, 
government  professional  services,  and  health  care  systems. 

• EDS's  total  revenue  increased  28%  in  fiscal  1983,  and  net  income  increased 
25%.  A five-year  financial  summary  follows; 


EDS 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


* All  earnings  per  share  have  been  restated  to  reflect  the  effect  of  a two-for-one 
stock  split  approved  on  April  27,  1983. 
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• Growth  in  fiscal  1983  came  from  new  business  contracts  and  acquisitions. 
Three  percent  of  the  gain  was  due  to  a combination  of  interest  Income,  a $5.4 
million  gain  for  a real  estate  sale,  and  a $16  million  settlement  of  claims 
against  the  Government  of  Iran.  Pretax  income  showed  an  Increase  of  43% 
and  resulted  in  a pretax  margin  of  15%,  up  from  a 12%  margin  two  years  ago. 

• A write-off  related  to  the  shutdown  of  the  Business  Systems  Division 
amounted  to  $0.7  million  Included  in  Interest  and  other  revenue,  and  $3.4 
million  included  in  cost  of  revenue.  The  write-off  reduced  net  income  by  $2.2 
million. 

• Revenue  for  the  three  months  ending  September  30,  1983,  showed  total  sales 
of  $176.4  million,  a gain  of  23%  compared  with  $143.8  million  for  the  same 
period  in  the  previous  year.  Earnings  per  share  were  $0.30  versus  $0.24  from 
last  year. 

• Acquisition  activity  has  been  brisk,  with  EDS  recording  14  transactions  since 
early  1982. 

In  March  1982  EDS  acquired  Data  Processing  of  the  South  (DPS),  a 
Charlotte  (NC)  based  processor  of  credit  union  services.  DPS  had  sales 
of  about  $9  million  at  the  time  of  acquisition  and  had  550  credit  union 
clients.  EDS  acquired  DPS  for  674,000  shares  of  common  stock,  valued 
at  $7  million.  The  transaction  was  accounted  for  as  a pooling  of 
interests. 

The  Automated  Customer  Service  Division  of  the  Republic  Bank  of 
Dallas  was  acquired  in  April  1982.  The  division  provided  correspondent 
bank  processing  services  for  more  than  80  banks  in  Texas  and  New 
Mexico. 

In  May  1982  EDS  acquired  bankrupt  Braniff  Airline's  airline  reservation 
system.  EDS  acquired  all  licensing  and  marketing  rights  to  Braniff's 
software  systems  as  well  as  its  EDP  contracts  and  assets.  Included  In 
the  agreement  was  the  Cowboy  Reservation  System  that  provides 
services  to  25  commuter  airlines.  The  Cowboy  System  has  since  been 
sold. 

The  correspondent  data  processing  business  of  Fidelity  Bank  of 
Oklahoma  City  was  acquired  In  June  1982.  Fidelity  had  more  than  100 
bank  customers. 

Financial  Data  Systems  of  San  Antonio,  a local  processor  of  credit 
union  services,  was  acquired  in  July  1982. 

In  August  1982  EDS  acquired  the  data  processing  business  of  the  Texas 
Credit  Union  League. 

In  August  1982  EDS  acquired  Automated  Health  Systems  based  in  St. 
Louis  (MO).  The  company  provides  a hospital  financial  system  that  will 
be  integrated  into  EDS's  Micro.Net  (Patient  Care)  information  system. 
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Alpha  Beta  Associates  Inc.,  located  in  San  Francisco,  was  acquired  in 
August  1982.  Alpha  Beta  maintains  public  welfare  systems  in  14 
California  counties. 

In  October  1982  Virginia  Data  Systems  (VDS),  a regional  supplier  of 
credit  union  services  in  Virginia;  Washington,  D.C.;  and  Maryland,  was 
acquired.  At  the  time  of  acquisition,  VDS  has  sales  of  less  than  $3 
million  and  served  130  credit  unions.  EDS  paid  over  $1.5  million  in 
cash  to  VDS  shareholders. 

EDS  purchased  the  assets  of  Optimum  Systems'  Washington,  D.C.,  data 
center  in  October  1982.  The  data  center  provides  remote  computing 
services  to  government  and  commercial  clients  using  IBM  3033/3081 
mainframes. 

In  December  1982  Weiland  Computer  Group,  a Chicago-based  bank 
processor  owned  by  Sun  Information  Services,  was  acquired.  Weiland 
provides  processing  services  to  over  100  banks  in  Illinois,  Indiana,  and 
Ohio.  Weiland's  revenue  was  about  $14  million  at  the  time  of  acquisi- 
tion. 

In  May  1983  EDS  acquired  Computer  Systems,  Inc.  of  Racine  (WA),  a 
provider  of  credit  union  services. 

EDS  acquired  the  U.S.  processing  services  client  base  from  Datacrown, 
Inc.,  of  Willowdale,  Ontario,  in  September  1983.  The  processing 
services  will  be  assumed  by  the  Optimum  Systems  Division  in  Washing- 
ton, D.C.  Under  the  terms  of  the  agreement,  Datacrown  will  retain  its 
Washington  data  center,  two  organizations  (Consulting  Statisticians  and 
Direct  Marketing  Software  Systems  of  Boston),  and  a contract  with 
TELIC  Corporation. 

The  Computer  Utility  Division  of  Computer  Usage  Corporation  was 
purchased  in  September  1983.  The  division,  located  in  San  Jose  (CA), 
provides  remote  computing  services  and  has  branch  offices  in  Sunny- 
vale, San  Francisco,  Los  Angeles,  and  New  York.  It  became  part  of  the 
EDS  Optimum  Systems  Division. 

• EDS  is  organized  into  four  major  operating  groups,  13  divisions,  and  subsidi- 
aries as  seen  in  Exhibit  A. 

The  Insurance  Group,  the  largest  organization  within  EDS,  employs 
more  than  4,700  persons,  does  business  in  37  states,  Canada,  and  Puerto 
Rico,  and  services  more  than  1 1 5 customers.  It  consists  of: 

. The  Automated  Services  Division,  which  provides  data  proces- 
sing, facilities  management,  and  administrative  services  to 
health  care,  welfare,  higher  education,  and  state  and  local 
government  agencies.  The  division  provides  health  care,  admini- 
strative, and  data  processing  services  to  14  state  Medicaid 
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agencies,  multiple  state  welfare  programs,  and  one  state  Medi- 
care Part  B program. 

. The  Blue  Division  provides  data  processing  support  and  other 
services  to  Blue  Cross  and  Blue  Shield  insurance  companies.  The 
division  provides  long-term  facilities  management  to  13  of  the 
nation's  Blue  Cross  and  Blue  Shield  plans. 

. The  Commercial  Insurance  Division  provides  facilities  manage- 
ment, systems  integration,  consulting  services,  and  turnkey 
systems  to  life,  health,  property,  and  casualty  insurance 
companies,  agents,  and  brokers. 

. The  Health  Services  Division  provides  facilities  management  and 
minicomputer-based  turnkey  systems  to  hospitals  and  nursing 
homes. 

The  Commercial  Systems  Group  provides  a variety  of  data  processing 
services  to  airlines,  travel  agents,  credit  card  companies,  manufac- 
turers, industrial  companies,  and  financial  institutions  including  credit 
unions,  commercial  banks,  and  savings  and  loan  companies.  Facilities 
management,  processing,  and  systems  development  are  the  principal 
services  performed  by  the  group. 

. The  Banking  and  Thrift  Division  offers  total  support  services 
from  minicomputer  systems  to  facilities  management  processing 
services.  Approximately  750  commercial  banks  and  thrift 
institutions  are  clients.  Welland  Computer  Group  was  merged 
with  this  division. 

. The  Credit  Union  Division  serves  approximately  3,000  credit 
unions  by  providing  processing  services,  facilities  management, 
and  turnkey  systems. 

. The  Air  Transport  Association  Division  administers  the  proces- 
sing services  for  the  Air  Transport  Association's  member  air- 
lines. 

. The  Industrials  Division  provides  facilities  management,  systems 
development,  systems  studies  and  maintenance,  consulting,  and 
software  products  to  a wide  range  of  industries  including  manu- 
facturing, transportation,  retailing,  utilities,  energy,  and  distri- 
bution. 

The  Information  Technology  Group  provides  information  services  to 
state  and  federal  governments  as  well  as  to  clients  in  foreign  coun- 
tries. The  primary  focus  of  the  group  is  large  systems  integration 
contracts. 
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. EDS  Federal  Corporation  has  four  divisions; 

The  Government  Services  Division  provides  professional 
services  to  civilian  agencies  of  the  federal  government 
including  Departments  of  State,  Agriculture,  Labor, 
Health  and  Human  Services,  Energy,  Transportation,  and 
the  U.S.  Postal  Service. 

The  Federal  Systems  Division  serves  Department  of 
Defense  clients.  This  division  is  responsible  for  the  10- 
year  VIABLE  contract. 

Social  Security  Administration  supports  EDS  professional 
services  contracts  for  the  Administration. 

The  Optimum  Systems  Division  provides  processing 
services  from  data  centers  in  Rockville  (MD)  and  San 
Jose  (CA)  to  federal  government  and  commercial  users. 

. The  International  Division  provides  a variety  of  data  processing 
services  to  government  and  private  business  of  foreign  coun- 
tries. 

The  Technical  Services  Group  manages  and  maintains  several  regional 
data  centers  operated  by  EDS. 

Centurion  Computer  Corporation,  acquired  by  EDS  in  1981,  Is  a manu- 
facturer of  minicomputers.  Centurion  produces  hardware  for  EDS's 
Credit  Union  Division,  as  well  as  for  sales  through  some  50  franchised 
dealers. 

National  Heritage  Insurance  Company  underwrites  claims  for  the  Texas 
Medicaid  contract. 

• Major  competitors  of  EDS  are: 

Insurance  claims  processing;  Computer  Sciences,  The  Computer 
Company,  MCAUTO,  and  System  Development  Corporation. 

- Hospital  systems;  Shared  Medical,  MCAUTO,  HBO,  and  Technicon. 

Government  systems;  Computer  Sciences,  System  Development, 
Planning  Research,  and  Boeing  Computer  Services. 

Banking  services:  Automatic  Data  Processing,  Systematics,  and 

Anacomp. 

Credit  unions;  Control  Data's  Business  Information  Services  and  Citi- 
corp. 
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Remote  computing  services:  Boeing  Computer  Services,  Martin 

Marietta,  Computer  Sciences,  and  GEISCO. 

KEY  PRODUCTS  AND  SERVICES 

• EDS's  services  are  offered  as  follows: 

Facilities  Management:  EDS  assumes  virtually  all  of  the  data  proces- 
sing requirements  for  the  customer  over  a multiyear  term.  Responsi- 
bilities include  the  design  and  implementation  of  business  information 
systems,  the  staffing  of  the  data  processing  functions,  the  development 
and  maintenance  of  necessary  software,  and  the  operation  of  all 
computer  activities. 

Systems  Integration:  EDS  designs,  implements,  and  installs  the  appro- 
priate combination  of  hardware  and  software  integrated  into  a total 
system  designed  to  fulfill  the  processing  requirements  of  an  application 
of  the  customer. 

Fiscal  Agent:  EDS  is  responsible  for  all  data  processing  functions  as 
well  as  other  administrative  duties.  These  may  include  processing  and 
paying  claims  as  well  as  ensuring  proper  coordination  of  benefits. 

Professional  Services:  EDS  provides  system  design,  custom/contract 

programming,  consulting,  engineering  services,  education,  and  training. 

Processing  Services:  EDS  provides  data  processing  services  from  an 

EDS  data  center  billed  on  a predetermined  minimum  monthly  basis, 
usually  based  on  the  number  of  transactions. 

• An  estimated  94%  of  EDS's  fiscal  1983  computer  services  revenue  came  from 
processing  and  professional  services,  5%  from  turnkey  systems,  and  1%  from 
software  products.  Revenue  estimates  by  major  groups  within  EDS  are: 
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Percent  Revenue 

of  Total  ($  millions) 


Insurance  Group  39% 

. Automated  Services 

. Blue  Cross/Blue  Shield 

. Commercial  Insurance 

. Health  Services 

Commercial  Systems  Group  29 

. Banking  and  Thrift 

. Credit  Union 

. Industrials 

. Air  Transport  Association 

Information  Technology  Group  26 

. EDS  Federal  Corporation 

. International  Division 

Interest,  Centurion,  and  Other  6 

100% 


$254.4 


191.7 


169.9 

35.6 

$651.6 


The  Insurance  Group,  with  fiscal  1983  revenue  of  $254.4  million,  provides 
facilities  management,  systems  installation,  consulting  services,  and  mini- 
computer-based systems  through  four  operating  divisions. 


The  Automated  Services  Division  provides  Medicaid,  Medicare,  and 
other  facilities  management  services  to  state  and  local  governments. 
EDS  also  underwrites  claims  for  one  contract. 


EDS  has  14  state  Medicaid  contracts  with  agencies  in  Florida, 
Idaho,  Alabama,  Mississippi,  Tennessee,  Kentucky,  Texas,  New 
Mexico,  Washington,  Kansas,  Indiana,  Vermont,  Connecticut,  and 
Missouri. 

New  contract  awards  and  contract  extensions  were  signed  with 
Medicaid  agencies  in  Florida,  Mississippi,  Tennessee,  Kentucky, 
Alabama,  and  Idaho  during  the  past  year. 

The  Tennessee  contract  was  awarded  to  EDS  after  the  state 
terminated  its  previous  contract  with  Computer  Sciences 
Corporation  for  default. 

EDS  also  has  contracts  to  support  welfare  management  systems 
in  a number  of  U.S.  cities. 

EDS  underwrites  claims  benefits  for  the  Texas  Medicaid 
program  through  its  National  Heritage  Insurance  Company 
subsidiary. 
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The  Blue  Division  holds  13  facilities  management  and  systems  con- 
tracts with  Blue  Cross/Blue  Shield  organizations  in  New  Jersey, 
Colorado,  Florida,  Georgia,  Iowa,  Texas,  Massachusetts,  Indiana, 
Buffalo  (NY),  Upstate  New  York,  Puerto  Rico,  Minnesota,  and  Greater 
New  York. 

. Services  include  responsibility  for  managing  and  operating  the 
data  processing  facility,  systems  engineering,  computer  opera- 
tions, industrial  engineering,  and  clerical  support.  Custom 
systems  can  be  designed  and  installed  as  required. 

. Processing  for  private  business.  Medicare,  Medicaid,  and  drug 
claims  are  also  provided. 

The  Commercial  Insurance  Division  provides  processing  services, 
facilities  management,  and  turnkey  systems  to  insurance  companies, 
agents,  and  brokers. 

. Processing  services  are  provided  through  the  proprietary  LMS 
Life  Management  Systems.  Introduced  in  1972,  LMS  processes 
all  administrative  functions  for  insurance  companies. 

LMS  II  is  designed  for  very  large  clients,  including  All- 
state Insurance,  Mutual  Benefit  Life  Insurance  of 
Newark,  National  Liberty  Insurance,  and  Security 
Connecticut  Life  Insurance. 

LMS  I is  a similar  system  for  medium  to  small  insurance 
companies. 

. Eight  new  contracts  were  signed  with  commercial  insurance 
companies  in  fiscal  year  1983,  including  New  England  Life, 
Central  Life,  and  Parthenon  Insurance  Company,  the  insurance 
subsidiary  of  the  Hospital  Corporation  of  America. 

. In  1982  the  division  began  marketing  the  EDS  Universal  Life 
Service  to  its  processing  clients.  The  new  service  supports 
accounting  and  other  functions  for  the  new  type  of  life  insur- 
ance. 

. Two  minicomputer-based  turnkey  systems  for  the  insurance 
industry  are  marketed. 

The  Commercial  Lines  Automation  Support  Product 
(CLASP)  sold  with  a Texas  Instrument  minicomputer, 
automates  the  processing  of  insurance  applications 
submitted  by  commercial  businesses.  It  offers  the  capa- 
bility to  process  commercial  multiperil  insurance  policies 
(similar  to  personal  homeowners'  policies)  as  well  as  fire, 
liability,  and  other  policies. 
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The  Agency  Business  System  computerizes  policy  infor- 
mation, accounts  receivable,  and  word  processing  for 
independent  insurance  agents  and  can  be  used  by  property 
and  casualty  Insurance  companies.  The  system  runs  on  a 
DEC  PDP-1 1/44  minicomputer. 

. The  EDS  Group  Management  System  (GMS)  is  a comprehensive, 
integrated,  on-line,  and  real-time  processing  system.  GMS 
provides  for  the  management  and  maintenance  of  group  life  and 
health  Insurance  products  including  term  life,  short-  and  long- 
term disability,  and  medical  and  dental  coverages.  Comprehen- 
sive and  integrated  support  Is  provided  for  proposals,  new  busi- 
ness, renewal  processing,  underwriting,  billings,  collections, 
management  reporting,  and  claims  adjudication.  GMS  provides 
reports  that  meet  underwriting,  actuarial,  and  management 
requirements.  GMS  interfaces  with  corporate  systems  including 
general  ledger,  disbursements,  agency,  10-99,  and  alpha  index. 
GMS  is  offered  as  a facilities  management  processing  service  or 
sold  on  a turnkey  basis  using  IBM  4331s  or  above. 

The  Health  Services  Division  provides  interactive  processing  services, 
turnkey  systems,  and  facilities  management  services  to  hospitals, 
nursing  homes,  and  other  health  care  providers. 

. EDS's  on-line  interactive  hospital  system  applications  are 
marketed  primarily  to  hospitals  with  250  or  more  beds.  In 
addition  to  financial  and  administrative  support,  Micro.Net 
includes  admission/discharge/transfer  functions,  order  entry  and 
full-results  reporting,  and  nursing  care  applications.  The  EDS 
Laboratory  and  Pharmacy  modules  are  integrated  with 
Micro.Net  or  can  be  installed  on  a standalone  basis. 

. Micro.Net  can  be  used  on  a facilities  management  basis  or 
installed  as  a turnkey  system.  The  turnkey  system  operates  on 
Data  General  or  Sperry  Univac  minicomputers,  or  the  EDS 
Intelligent  Microcomputer.  Twelve  hospitals  In  California, 
Connecticut,  Florida,  Maryland,  Michigan,  Ohio,  and  Pennsyl- 
vania purchased  systems  in  fiscal  1 983. 

. The  EDS  Nursing  Home  Information  System  (NHIS)  is  a complete 
administrative  and  financial  support  system.  Operated  on  a 
multiple  terminal  microcomputer,  the  system  is  marketed  on  a 
turnkey  basis  to  medium-sized  and  large  nursing  homes.  Hard- 
ware used  is  the  Integrated  Business  Computer. 

EDS  also  offers  the  Personal  Information  Center,  a product  designed 
for  the  IBM  PC.  It  incorporates  various  functions  such  as  menu-driven 
applications,  business  graphics,  3270  emulation,  and  other  applications 
such  as  a calendar  program,  name  and  address  program,  and  a "to-do" 
list  program.  The  product  Is  sold  as  a software  package  for  approxi- 
mately $400. 
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• The  Commercial  Systems  Group,  with  fiscal  1983  revenue  of  $191.7  million, 
provides  facilities  management  services,  processing,  and  systems  development 
support  to  clients  in  banking,  credit  union,  manufacturing,  petroleum,  trans- 
portation, retail,  distribution,  and  travel  industries.  Growth  in  fiscal  1983  was 
due  to  new  processing  services  contracts  and  acquisitions  in  credit  union 
services  and  bank  processing. 

The  Banking  and  Thrift  Division  provides  processing  services  and  mini- 
computer turnkey  systems  to  nearly  750  commercial  banks  and  thrift 
institutions. 

. Services  are  packaged  into  five  facilities  management  options: 

Financial  Systems  consists  of  a central  information  file 
for  general  ledger,  loan,  deposit,  entry,  and  support 
systems. 

Bank  Info  One,  a modular  system  service,  provides  on-site 
facilities  and  personnel  support  and  regional  computing  to 
various  types  of  financial  institutions.  EDS  customizes 
this  service  for  individual  clients.  The  service  consists 
of: 


. Basic  Banking  Applications:  item  processing, 

demand  deposit  accounting,  savings,  certificates 
of  deposit,  installment  loans,  commercial  loans, 
mortgage  loans,  and  general  ledger. 

. Integrated  On-line  System:  on-line  support  for 

automated  teller  machines  (ATMs),  teller  ter- 
minals, central  information  file  (GIF),  and  direct 
data  entry  (DDE). 

. Special  Services:  automated  clearinghouse, 

payroll,  account  reconciliation,  bond  portfolio 
analysis,  teller  cash  accounting,  microfiche 
services,  accounts  payable,  personal  and  corporate 
trust,  credit  card,  and  safe  deposit  boxes. 

Real-time  Banking  System  is  an  on-line,  real-time  system 
that  uses  on-site  processing.  It  is  sold  under  a facilities 
management  approach  and  uses  a single,  all-encompassing 
data  base.  EDS  currently  supports  the  product  at  loca- 
tions where  Burroughs  hardware  is  installed. 

Savings  Institution  Data  Services  is  a comprehensive 
financial  product  that  includes  applications  required  for 
processing  at  thrift  institutions. 
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The  INFORM  banking  service  is  designed  to  provide  full- 
service  data  processing  capabilities  to  small  community 
banks.  It  is  sold  on  a facilities  management  basis  or  as  a 
turnkey  system  for  the  IBM  System  34/36  minicomputers. 

. EDS  also  markets  Smart  Tools,  a comprehensive  package  of 
microcomputer  products  including  hardware,  software,  installa- 
tion, and  user  training  for  management  decision  making. 

. Services  to  financial  institutions  were  expanded  by  acquisition 
of  the  Automated  Customer  Service  Division  of  Republic  Bank 
of  Dallas,  the  correspondent  banking  of  Fidelity  Bank  of  Okla- 
homa City,  and  Chicago-based  Weiland  Computer  Group.  The 
additions,  now  part  of  the  INFORM  service,  expanded  EDS's 
offerings  to  smaller  institutions  and  provided  an  additional  200 
banking  clients  in  the  Southwest  and  Midwest. 

. Customers  supported  by  the  division  range  from  small  com- 
munity banks  to  the  nation's  second  largest  savings  and  loan 
institutions.  EDS  also  provides  electronic  funds  transfer  and 
automated  teller  machine  services. 

The  Credit  Union  Division  provides  processing,  facilities  management, 

and  turnkey  systems  to  over  3,000  credit  unions,  representing  over  one 

million  members.  The  total  number  of  credit  unions  and  members 

processed  by  EDS  has  nearly  tripled  in  the  past  three  years. 

. Growth  has  been  aided  by  the  acquisitions  of  Data  Processing  of 
the  South,  Virginia  Data  Systems,  processing  services  provided 
by  the  Texas  Credit  Union  League,  Financial  Data  Systems,  and 
Computer  Systems  Inc. 

. In  1982  EDS  received  a 10-year  facilities  management  contract 
with  the  Credit  Union  National  Association  to  implement 
nationwide  data  processing  systems  and  communications  for  the 
nation's  increasing  number  of  credit  unions.  The  system  will  tie 
together  21,000  credit  unions  and  provide  data  processing  for 
the  U.S.  Central  Credit  Union,  a financial  institution  with 
approximately  $10  billion  in  assets. 

. Credit  union  services  include  processing  in  various  environ- 
ments: on-line,  batch,  in-house,  and  distributed  processing. 

The  services  monitor  daily  transactions,  produce  quar- 
terly statements,  delinquent  notices,  and  other  standard 
reports  as  well  as  provide  ATM  support. 

The  CUNADATA  1,000  is  a new  computerized  credit 
union  management  turnkey  system  for  financial  planning 
and  analysis,  word  processing,  and  credit  bureau  access. 
Sold  on  IBM  PC  hardware,  the  system  is  priced  at  $9,950. 
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The  Air  Transport  Association  Division  provides  processing  services  to 
the  Air  Transport  Association  to  handle  travel  agent-originated 
tickets.  Services  include  data  entry  and  computer  processing  necessary 
to  accomplish  the  settlement  of  approximately  $11  billion  in  airline 
sales. 

The  Industrials  Division  Is  composed  of  Industry  Services,  Utilities, 
Energy,  and  Software  Products  groups,  which  provide  professional 
services,  facilities  management,  and  software  products. 

. Industry  Services  provides  manufacturing,  distribution,  retailing, 
and  transportation  system  services  to  customers  in  those  indus- 
tries. 

. The  Utilities  projects  include  systems  development,  consulting, 
studies,  systems  maintenance,  and  installation  of  a materials 
management  system  for  a large  public  utility  company.  In 
addition,  projects  in  the  field  of  nuclear  utilities  have  been 
completed. 

. Energy  Industry  Systems  offerings  include  a fixed  assets  and 
general  ledger  system  and  a procurement  and  control  system. 

. The  Software  Products  group  offers  EDS's  Security  Access 
Controller  (SAC)  and  six  proprietary  utility-type  products. 

In  April  1983  EDS  began  disposition  of  1 1 computer  retail  stores  oper- 
ated by  its  former  Business  Systems  Division.  In  most  cases,  the  stores 
were  sold  to  EDS  employees  at  the  locations. 

. The  division  was  formed  in  August  1979  with  the  acquisition  of 
CompuSource,  a Data  General  systems  house.  Products  from 
Centurion  Computer  Corporation  were  added  after  Centurion's 
acquisition  in  1981. 

. The  stores  sold  small  computer  systems  to  accountants,  lawyers, 
manufacturers,  and  wholesale  distributors  in  the  $2  to  $10 
million  revenue  range. 

• The  Information  Technology  Group,  with  fiscal  1983  revenue  of  $169.9  million, 
reported  the  highest  growth  rate  of  EDS's  three  major  operations.  Growth 
came  from  a large  contract  award  (VIABLE)  and  acquisition  of  the  Optimum 
Systems  Division.  The  group  Is  responsible  for  U.S.  federal  government 
contract  work  and  EDS's  foreign  operations.  More  than  3,500  people  are 
employed  in  the  organization. 

The  Government  Services  Division  provides  professional  services  to 
civilian  agencies  of  the  federal  government.  Recent  contract  awards 
include: 
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. A facilities  management  contract  with  the  Department  of 
Agriculture  to  develop  a system  to  track  government-owned 
cotton  stored  in  U.S.  warehouses. 

. A contract  with  the  Immigration  and  Naturalization  Service 
under  which  EDS  is  producing  and  issuing  4,500  tamper-proof 
alien  I.D.  cards  a day. 

. A contract  with  the  U.S.  Postal  Service,  with  an  estimated  value 
of  $200  million  over  a seven-year  period,  to  implement  a net- 
work of  mini  and  microcomputers  to  support  functions  associ- 
ated with  the  movement  of  mail  by  air  transportation.  The 
contract,  awarded  in  October  1983,  has  a first-year  value  of 
approximately  $39  million.  At  the  end  of  the  initial  one-year 
contract  period,  a six-year  agreement  for  optional  hardware  and 
maintenance  could  increase  the  total  value  to  EDS  by  another 
$160  million. 

The  Federal  Systems  Division  provides  professional  services  to  agencies 
of  the  Department  of  Defense. 

. The  largest  contract  ever  awarded  in  the  computer  services 
industry,  VIABLE,  is  managed  by  the  division.  Valued  at  $656 
million  over  a 10-year  period,  EDS  will  manage  up  to  one-half  of 
the  U.S.  Army's  total  data  processing.  This  includes  47  installa- 
tions throughout  the  continental  United  States,  as  well  as  in 
Alaska,  Hawaii,  and  the  Republic  of  Panama. 

The  project  calls  for  the  installation  of  five  major  Re- 
gional Data  Centers  and  45  Distributed  Processing 
Centers.  The  Washington  Regional  Data  Center  near 
Fort  Belvoir  (VA)  is  the  largest  of  the  five  major  centers 
and  is  the  central  control  point  for  the  entire  VIABLE 
network. 

EDS  is  responsible  for  selecting  and  implementing  all  new 
hardware  for  the  project  and  providing  software  conver- 
sion, maintenance,  training,  technical  support,  and  con- 
tinuous system  upgrading. 

The  Social  Security  Administration  organization  directs  a five-year 
systems  modernization  contract  with  the  Administration.  EDS  will  act 
as  the  systems  integrator. 

Optimum  Systems  Division  provides  IBM  and  compatible-based  proces- 
sing services  to  government  and  commercial  clients  from  data  centers 
in  Rockville  (MD)  and  San  Jose  (CA). 

. Principal  remote  computing  clients  are  agencies  of  the  federal 
government  who  use  the  network  service  for  demand  processing. 
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. The  Division  has  about  300  employees. 

. A network  profile  of  major  applications  offered  is  presented  in 
Exhibit  B. 

The  International  Division  has  business  contracts  with  foreign  govern- 
ments and  commercial  clients  in  Great  Britain,  Kuwait,  Malaysia, 
Mexico,  the  Netherlands,  Saudi  Arabia,  Singapore,  Germany,  and  Spain. 

. New  contract  awards  include: 

A contract  with  Bank  of  America's  Europe,  Middle  East, 
and  Africa  Divisions. 

A processing  services  contract  with  Ennia  Levensver- 
zekerlng  N.V.,  the  third  largest  insurance  company  in  the 
Netherlands. 

A contract  with  Caja  De  Ahorros  de  Madrid,  Spain's 
second  largest  savings  and  loan. 

INDUSTRY  MARKETS 

• EDS's  fiscal  1983  computer  services  revenue  was  divided  approximately  as 
follows: 


Insurance/med  ica  1 

39% 

Banking  and  finance 

24 

Federal  government 
State  and  local 

25 

government 

Manufacturing/distribution/ 

3 

transportation 

6 

Other 

3 

100% 


GEOGRAPHIC  MARKETS 

• An  estimated  97%  of  EDS's  total  revenue  is  derived  from  the  U.S.  and  3%  is 
from  international  sources. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• EDS  operates  four  regional  data  centers  for  its  facilities  management  proces- 
sing services,  two  data  centers  for  remote  computing  services,  and  various 
other  centers  managed  under  contract  agreements. 
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EXHIBIT  B 

OPTIMUM  SYSTEMS  DIVISION 
NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- 2 IBM  3033s,  MVS 

- 1 IBM  3081,  MVS 

- 1 AMDAHL  470  V/6 

- 1 NAS  7031 

• TIMESHARING/TELECOMMUNICATIONS 
MONITORS 

- ROSCOE  - CICS 

- SUPERWYLBUR  - ADR/DATACOM/DC 

- TSO 

• PROGRAMMING  LANGUAGES 

- APL  - PASCAL 

- ASSEMBLER  - ADR/METACOBOL 

- BASIC  (VS)  - ADR/DATACOM/DL 

- COBOL  (OS/VS) 

- FORTRAN  (G1,  H-EXTENDED,  VS) 

- PL/1 

• UTILITY  PROGRAMS 

- lAM 

- LIBRARIAN/VS 

- OPTIMIZER  III 

- SYNCSORT 

• COMMAND  LANGUAGES 

- JCL 

- JES2 

• FILE/DATA  MANAGEMENT  SYSTEMS 

- ADR/DATACOM/DB 

- ADR/DATACOM/DATAREPORTER 

- ADR/DATADICTIONARY 

- ADR/DATAQUERY 

- EASYTRIEVE 

- GIS/VS 

- MARK  IV 

- SYSTEM  2000 


APPLICATION  AREA/PRODLICT  NAME 


• DATA  BASES 

- DUALABS  1980  CENSUS 

• FINANCIAL  TOOLS 

- ADR/EMPIRE 

• PROJECT  MANAGEMENT 

- PMS  IV 

- PROJECT/2  MOD2 

• STATISTICAL/MODELING/SIMULATION 

- ADR/EMPIRE 

- BMD/BMPD 

- CSMP  III 

- GPSSV 

- SAS 

- SPSS 

- SSP 

• GRAPHICS 

- CALCOMP  GRAPHICS 

- DISSPLA 

• DOCUMENTATION  TOOLS 

- ADR/ASC 

- ADR/AUTOFLOW  II 

• OTHER 

- ADR/EMAIL  (ELECTRONIC  MAIL) 

- ADR/ON-LINE  ETC  (TEXT  COMPOSITION) 

- QUIC  (KEYWORD-IN-CONTEXT) 
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• Location,  hardware  installed,  and  major  processing  activities  performed  at  the 
data  centers  are  as  follows: 

Richardson  (TX):  Credit  union  and  bank  processing  services. 

2 NAS  9000-DPCs. 

I NAS  9000-2. 

Dallas  (designated  DAI  PCI);  Insurance  and  other  processing. 

I IBM  3084-Q. 

I NAS  9080. 

Sacramento;  Insurance,  Medicare/Medicaid,  banking,  and  retail  proces- 
sing. 

I Amdahl  470  V/8. 

. I Amdahl  5860. 

Camp  Hill  (PA);  Medicaid/Medicare  and  government  processing. 

I NAS  9000-2. 

I NAS  9000-DPC. 

. I Amdahl  470  V/8. 

I NAS  9060. 

Optimum  Systems  Division;  Remote  computing  services. 

. Rockville  (MD). 

I IBM  3033-M8. 

I IBM  3033-M4. 

I IBM  308 1 -K. 

. San  Jose  (CA). 

I Amdahl  470  V/6. 

I NAS  7031. 

• Access  to  EDS's  network  is  through  an  internally  developed,  standard  nation- 
wide telecommunications  network  called  EDS-NET.  Optimum  Systems  Divi- 
sion uses  Tymnet  and  INWATS  for  telecommunications. 
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ELECTRONIC  DATA  SYSTEMS 
CORPORATION 
7171  Forest  Lane 
Dallas,  TX  75230 
(214)  661-6000 


H.  Ross  Perot,  Chairman 
Morton  Meyerson,  President 
Public  Corporation,  NYSE 
Total  Employees:  13,000 
Total  Revenue,  Fiscal  Year  End 
6/30/83:  $651,579,000 
Computer  Services  Revenue: 
$615,979,000 


THE  COMPANY 

• Electronic  Data  Systems  Corporation  (EDS),  founded  in  1962,  is  the  leading 
services  company  providing  facilities  management  processing  services  for 
insurance  companies,  government-funded  health  insurance,  and  the  banking 
industry.  Other  major  markets  include  credit  union  processing  services, 
government  professional  services,  and  health  care  systems. 

• EDS's  total  revenue  increased  28%  in  fiscal  1 983,  and  net  income  increased 
25%.  A five-year  financial  summary  follows: 


EDS 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


* All  earnings  per  share  have  been  restated  to  reflect  the  effect  of  a two-for-one 
stock  split  approved  on  April  27,  1983. 
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• Growth  in  fiscal  1983  came  from  new  business  contracts  and  acquisitions. 
Three  percent  of  the  gain  was  due  to  a combination  of  interest  income,  a $5.4 
million  gain  for  a real  estate  sale,  and  a $16  million  settlement  of  claims 
against  the  Government  of  Iran.  Pretax  income  showed  an  increase  of  43% 
and  resulted  in  a pretax  margin  of  15%,  up  from  a 12%  margin  two  years  ago. 

• A write-off  related  to  the  shutdown  of  the  Business  Systems  Division 
amounted  to  $0.7  million  included  in  interest  and  other  revenue,  and  $3.4 
million  included  in  cost  of  revenue.  The  write-off  reduced  net  income  by  $2.2 
million. 

• Revenue  for  the  three  months  ending  September  30,  1983,  showed  total  sales 
of  $176.4  million,  a gain  of  23%  compared  with  $143.8  million  for  the  same 
period  in  the  previous  year.  Earnings  per  share  were  $0.30  versus  $0.24  from 
last  year. 

• Acquisition  activity  has  been  brisk,  with  EDS  recording  14  transactions  since 
early  1982. 

In  March  1982  EDS  acquired  Data  Processing  of  the  South  (DPS),  a 
Charlotte  (NC)  based  processor  of  credit  union  services.  DPS  had  sales 
of  about  $9  million  at  the  time  of  acquisition  and  had  550  credit  union 
clients.  EDS  acquired  DPS  for  674,000  shares  of  common  stock,  valued 
at  $7  million.  The  transaction  was  accounted  for  as  a pooling  of 
interests. 

The  Automated  Customer  Service  Division  of  the  Republic  Bank  of 
Dallas  was  acquired  in  April  1982.  The  division  provided  correspondent 
bank  processing  services  for  more  than  80  banks  in  Texas  and  New 
Mexico. 


In  May  1982  EDS  acquired  bankrupt  Braniff  Airline's  airline  reservation 
system.  EDS  acquired  all  licensing  and  marketing  rights  to  Braniff's 
software  systems  as  well  as  its  EDP  contracts  and  assets.  Included  in 
the  agreement  was  the  Cowboy  Reservation  System  that  provides 
services  to  25  commuter  airlines.  The  Cowboy  System  has  since  been 
sold. 

The  correspondent  data  processing  business  of  Fidelity  Bank  of 
Oklahoma  City  was  acquired  in  June  1982.  Fidelity  had  more  than  100 
bank  customers. 

Financial  Data  Systems  of  San  Antonio,  a local  processor  of  credit 
union  services,  was  acquired  in  July  1982. 

In  August  1982  EDS  acquired  the  data  processing  business  of  the  Texas 
Credit  Union  League. 

In  August  1982  EDS  acquired  Automated  Health  Systems  based  in  St. 
Louis  (MO).  The  company  provides  a hospital  financial  system  that  will 
be  integrated  into  EDS's  Micro.Net  (Patient  Care)  information  system. 
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Alpha  Beta  Associates  Inc.,  located  in  San  Francisco,  was  acquired  in 
August  1982.  Alpha  Beta  maintains  public  welfare  systems  in  14 
California  counties. 

In  October  1982  Virginia  Data  Systems  (VDS),  a regional  supplier  of 
credit  union  services  in  Virginia;  Washington,  D.C.;  and  Maryland,  was 
acquired.  At  the  time  of  acquisition,  VDS  has  sales  of  less  than  $3 
million  and  served  130  credit  unions.  EDS  paid  over  $1.5  million  in 
cash  to  VDS  shareholders. 

EDS  purchased  the  assets  of  Optimum  Systems'  Washington,  D.C.,  data 
center  in  October  1982.  The  data  center  provides  remote  computing 
services  to  government  and  commercial  clients  using  IBM  3033/3081 
mainframes. 

In  December  1982  Weiland  Computer  Group,  a Chicago-based  bank 
processor  owned  by  Sun  Information  Services,  was  acquired.  Weiland 
provides  processing  services  to  over  100  banks  in  Illinois,  Indiana,  and 
Ohio.  Weiland's  revenue  was  about  $14  million  at  the  time  of  acquisi- 
tion. 

In  May  1983  EDS  acquired  Computer  Systems,  Inc.  of  Racine  (WA),  a 
provider  of  credit  union  services. 

EDS  acquired  the  U.S.  processing  services  client  base  from  Datacrown, 
Inc.,  of  Willowdale,  Ontario,  in  September  1983.  The  processing 
services  will  be  assumed  by  the  Optimum  Systems  Division  in  Washing- 
ton, D.C.  Under  the  terms  of  the  agreement,  Datacrown  will  retain  its 
Washington  data  center,  two  organizations  (Consulting  Statisticians  and 
Direct  Marketing  Software  Systems  of  Boston),  and  a contract  with 
TELIC  Corporation. 

The  Computer  Utility  Division  of  Computer  Usage  Corporation  was 
purchased  in  September  1983.  The  division,  locat^  in  San  Jose  (CA), 
provides  remote  computing  services  and  has  branch  offices  in  Sunny- 
vale, San  Francisco,  Los  Angeles,  and  New  York.  It  became  part  of  the 
EDS  Optimum  Systems  Division. 

• EDS  is  organized  into  four  major  operating  groups,  13  divisions,  and  subsidi- 
aries as  seen  in  Exhibit  A. 

The  Insurance  Group,  the  largest  organization  within  EDS,  employs 
more  than  4,700  persons,  does  business  in  37  states,  Canada,  and  Puerto 
Rico,  and  services  more  than  I 1 5 customers.  It  consists  of: 

. The  Automated  Services  Division,  which  provides  data  proces- 
sing, facilities  management,  and  administrative  services  to 
health  care,  welfare,  higher  education,  and  state  and  local 
government  agencies.  The  division  provides  health  care,  admini- 
strative, and  data  processing  services  to  14  state  Medicaid 
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agencies,  multiple  state  welfare  programs,  and  one  state  Medi- 
care Part  B program. 

. The  Blue  Division  provides  data  processing  support  and  other 
services  to  Blue  Cross  and  Blue  Shield  insurance  companies.  The 
division  provides  long-term  facilities  management  to  13  of  the 
nation's  Blue  Cross  and  Blue  Shield  plans. 

. The  Commercial  Insurance  Division  provides  facilities  manage- 
ment, systems  integration,  consulting  services,  and  turnkey 
systems  to  life,  health,  property,  and  casualty  insurance 
companies,  agents,  and  brokers. 

. The  Health  Services  Division  provides  facilities  management  and 
minicomputer-based  turnkey  systems  to  hospitals  and  nursing 
homes. 

The  Commercial  Systems  Group  provides  a variety  of  data  processing 
services  to  airlines,  travel  agents,  credit  card  companies,  manufac- 
turers, industrial  companies,  and  financial  institutions  including  credit 
unions,  commercial  banks,  and  savings  and  loan  companies.  Facilities 
management,  processing,  and  systems  development  are  the  principal 
services  performed  by  the  group. 

. The  Banking  and  Thrift  Division  offers  total  support  services 
from  minicomputer  systems  to  facilities  management  processing 
services.  Approximately  750  commercial  banks  and  thrift 
institutions  are  clients.  Weiland  Computer  Group  was  merged 
with  this  division. 

. The  Credit  Union  Division  serves  approximately  3,000  credit 
unions  by  providing  processing  services,  facilities  management, 
and  turnkey  systems. 

. The  Air  Transport  Association  Division  administers  the  proces- 
sing services  for  the  Air  Transport  Association's  member  air- 
lines. 

. The  Industrials  Division  provides  facilities  management,  systems 
development,  systems  studies  and  maintenance,  consulting,  and 
software  products  to  a wide  range  of  industries  including  manu- 
facturing, transportation,  retailing,  utilities,  energy,  and  distri- 
bution. 

The  Information  Technology  Group  provides  information  services  to 
state  and  federal  governments  as  well  as  to  clients  in  foreign  coun- 
tries. The  primary  focus  of  the  group  is  large  systems  integration 
contracts. 
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. EDS  Federal  Corporation  has  four  divisions: 

The  Government  Services  Division  provides  professional 
services  to  civilian  agencies  of  the  federal  government 
including  Departments  of  State,  Agriculture,  Labor, 
Health  and  Human  Services,  Energy,  Transportation,  and 
the  U.S.  Postal  Service. 

The  Federal  Systems  Division  serves  Department  of 
Defense  clients.  This  division  is  responsible  for  the  10- 
year  VIABLE  contract. 

Social  Security  Administration  supports  EDS  professional 
services  contracts  for  the  Administration. 

The  Optimum  Systems  Division  provides  processing 
services  from  data  centers  in  Rockville  (MD)  and  San 
Jose  (CA)  to  federal  government  and  commercial  users. 

. The  International  Division  provides  a variety  of  data  processing 
services  to  government  and  private  business  of  foreign  coun- 
tries. 

The  Technical  Services  Group  manages  and  maintains  several  regional 
data  centers  operated  by  EDS. 

Centurion  Computer  Corporation,  acquired  by  EDS  in  1981,  is  a manu- 
facturer of  minicomputers.  Centurion  produces  hardware  for  EDS's 
Credit  Union  Division,  as  well  as  for  sales  through  some  50  franchised 
dealers. 


National  Heritage  Insurance  Company  underwrites  claims  for  the  Texas 
Medicaid  contract. 

• Major  competitors  of  EDS  are: 

Insurance  claims  processing:  Computer  Sciences,  The  Computer 

Company,  MCAUTO,  and  System  Development  Corporation. 

Hospital  systems:  Shared  Medical,  MCAUTO,  HBO,  and  Technicon. 

Government  systems:  Computer  Sciences,  System  Development, 

Planning  Research,  and  Boeing  Computer  Services. 

Banking  services:  Automatic  Data  Processing,  Systematics,  and 

Anacomp. 

Credit  unions:  Control  Data's  Business  Information  Services  and  Citi- 
corp. 


6 of  I 7 
January  I 984 


© 1984  by  INPUT,  Reproduction  Prohibited. 


INPUT 


ELECTRONIC  DATA  SYSTEMS  CORPORATION 


Remote  computing  services:  Boeing  Computer  Services,  Martin 

Marietta,  Computer  Sciences,  and  GEISCO. 

KEY  PRODUCTS  AND  SERVICES 

• EDS's  services  are  offered  as  follows: 

Facilities  Management:  EDS  assumes  virtually  all  of  the  data  proces- 
sing requirements  for  the  customer  over  a multiyear  term.  Responsi- 
bilities include  the  design  and  implementation  of  business  information 
systems,  the  staffing  of  the  data  processing  functions,  the  development 
and  maintenance  of  necessary  software,  and  the  operation  of  all 
computer  activities. 

Systems  Integration:  EDS  designs,  implements,  and  installs  the  appro- 
priate combination  of  hardware  and  software  integrated  into  a total 
system  designed  to  fulfill  the  processing  requirements  of  an  application 
of  the  customer. 

Fiscal  Agent:  EDS  is  responsible  for  all  data  processing  functions  as 
well  as  other  administrative  duties.  These  may  include  processing  and 
paying  claims  as  well  as  ensuring  proper  coordination  of  benefits. 

Professional  Services:  EDS  provides  system  design,  custom/contract 

programming,  consulting,  engineering  services,  education,  and  training. 

Processing  Services:  EDS  provides  data  processing  services  from  an 

EDS  data  center  billed  on  a predetermined  minimum  monthly  basis, 
usually  based  on  the  number  of  transactions. 

• An  estimated  94%  of  EDS's  fiscal  1983  computer  services  revenue  came  from 
processing  and  professional  services,  5%  from  turnkey  systems,  and  1%  from 
software  products.  Revenue  estimates  by  major  groups  within  EDS  are: 
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Percent  Revenue 

of  Total  ($  millions) 


Insurance  Group  39% 

. Automated  Services 

. Blue  Cross/Blue  Shield 

. Commercial  Insurance 

. Health  Services 

Commercial  Systems  Group  29 

. Banking  and  Thrift 

. Credit  Union 

. Industrials 

. Air  Transport  Association 

Information  Technology  Group  26 

. EDS  Federal  Corporation 

. International  Division 

Interest,  Centurion,  and  Other  6 

100% 


$254.4 


191.7 

169.9 

35.6 

$651.6 


The  Insurance  Group,  with  fiscal  1983  revenue  of  $254.4  million,  provides 
facilities  management,  systems  installation,  consulting  services,  and  mini- 
computer-based systems  through  four  operating  divisions. 


The  Automated  Services  Division  provides  Medicaid,  Medicare,  and 
other  facilities  management  services  to  state  and  local  governments. 
EDS  also  underwrites  claims  for  one  contract. 


EDS  has  14  state  Medicaid  contracts  with  agencies  in  Florida, 
Idaho,  Alabama,  Mississippi,  Tennessee,  Kentucky,  Texas,  New 
Mexico,  Washington,  Kansas,  Indiana,  Vermont,  Connecticut,  and 
Missouri. 

New  contract  awards  and  contract  extensions  were  signed  with 
Medicaid  agencies  in  Florida,  Mississippi,  Tennessee,  Kentucky, 
Alabama,  and  Idaho  during  the  past  year. 

The  Tennessee  contract  was  awarded  to  EDS  after  the  state 
terminated  its  previous  contract  with  Computer  Sciences 
Corporation  for  default. 

EDS  also  has  contracts  to  support  welfare  management  systems 
in  a number  of  U.S.  cities. 

EDS  underwrites  claims  benefits  for  the  Texas  Medicaid 
program  through  its  National  Heritage  Insurance  Company 
subsidiary. 
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The  Blue  Division  holds  13  facilities  management  and  systems  con- 
tracts with  Blue  Cross/Blue  Shield  organizations  in  New  Jersey, 
Colorado,  Florida,  Georgia,  Iowa,  Texas,  Massachusetts,  Indiana, 
Buffalo  (NY),  Upstate  New  York,  Puerto  Rico,  Minnesota,  and  Greater 
New  York. 

. Services  include  responsibility  for  managing  and  operating  the 
data  processing  facility,  systems  engineering,  computer  opera- 
tions, industrial  engineering,  and  clerical  support.  Custom 
systems  can  be  designed  and  installed  as  required. 

. Processing  for  private  business.  Medicare,  Medicaid,  and  drug 
claims  are  also  provided. 

The  Commercial  Insurance  Division  provides  processing  services, 
facilities  management,  and  turnkey  systems  to  insurance  companies, 
agents,  and  brokers. 

. Processing  services  are  provided  through  the  proprietary  LMS 
Life  Management  Systems.  Introduced  in  1972,  LMS  processes 
all  administrative  functions  for  insurance  companies. 

LMS  II  is  designed  for  very  large  clients,  including  All- 
state Insurance,  Mutual  Benefit  Life  Insurance  of 
Newark,  National  Liberty  Insurance,  and  Security 
Connecticut  Life  Insurance. 

LMS  I is  a similar  system  for  medium  to  small  insurance 
companies. 

. Eight  new  contracts  were  signed  with  commercial  insurance 
companies  in  fiscal  year  1983,  including  New  England  Life, 
Central  Life,  and  Parthenon  Insurance  Company,  the  insurance 
subsidiary  of  the  Hospital  Corporation  of  America. 

. In  1982  the  division  began  marketing  the  EDS  Universal  Life 
Service  to  its  processing  clients.  The  new  service  supports 
accounting  and  other  functions  for  the  new  type  of  life  insur- 
ance. 

. Two  minicomputer-based  turnkey  systems  for  the  insurance 
industry  are  marketed. 

The  Commercial  Lines  Automation  Support  Product 
(CLASP)  sold  with  a Texas  Instrument  minicomputer, 
automates  the  processing  of  insurance  applications 
submitted  by  commercial  businesses.  It  offers  the  capa- 
bility to  process  commercial  multiperil  insurance  policies 
(similar  to  personal  homeowners'  policies)  as  well  as  fire, 
liability,  and  other  policies. 
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The  Agency  Business  System  computerizes  policy  infor- 
mation, accounts  receivable,  and  word  processing  for 
independent  insurance  agents  and  can  be  used  by  property 
and  casualty  insurance  companies.  The  system  runs  on  a 
DEC  PDP-I  1/44  minicomputer. 

. The  EDS  Group  Management  System  (CMS)  is  a comprehensive, 
integrated,  on-line,  and  real-time  processing  system.  GMS 
provides  for  the  management  and  maintenance  of  group  life  and 
health  insurance  products  including  term  life,  short-  and  long- 
term disability,  and  medical  and  dental  coverages.  Comprehen- 
sive and  integrated  support  is  provided  for  proposals,  new  busi- 
ness, renewal  processing,  underwriting,  billings,  collections, 
management  reporting,  and  claims  adjudication.  GMS  provides 
reports  that  meet  underwriting,  actuarial,  and  management 
requirements.  GMS  interfaces  with  corporate  systems  including 
general  ledger,  disbursements,  agency,  10-99,  and  alpha  index. 
GMS  is  offered  as  a facilities  management  processing  service  or 
sold  on  a turnkey  basis  using  IBM  4331s  or  above. 

The  Health  Services  Division  provides  interactive  processing  services, 
turnkey  systems,  and  facilities  management  services  to  hospitals, 
nursing  homes,  and  other  health  care  providers. 

. EDS's  on-line  interactive  hospital  system  applications  are 
marketed  primarily  to  hospitals  with  250  or  more  beds.  In 
addition  to  financial  and  administrative  support,  Micro.Net 
includes  admission/discharge/transfer  functions,  order  entry  and 
full-results  reporting,  and  nursing  care  applications.  The  EDS 
Laboratory  and  Pharmacy  modules  are  integrated  with 
Micro.Net  or  can  be  installed  on  a standalone  basis. 

. Micro.Net  can  be  used  on  a facilities  management  basis  or 
installed  as  a turnkey  system.  The  turnkey  system  operates  on 
Data  General  or  Sperry  Univac  minicomputers,  or  the  EDS 
Intelligent  Microcomputer.  Twelve  hospitals  in  California, 
Connecticut,  Florida,  Maryland,  Michigan,  Ohio,  and  Pennsyl- 
vania purchased  systems  in  fiscal  1983. 

. The  EDS  Nursing  Home  Information  System  (NHIS)  is  a complete 
administrative  and  financial  support  system.  Operated  on  a 
multiple  terminal  microcomputer,  the  system  is  marketed  on  a 
turnkey  basis  to  medium-sized  and  large  nursing  homes.  Hard- 
ware used  is  the  Integrated  Business  Computer. 

EDS  also  offers  the  Personal  Information  Center,  a product  designed 
for  the  IBM  PC.  It  incorporates  various  functions  such  as  menu-driven 
applications,  business  graphics,  3270  emulation,  and  other  applications 
such  as  a calendar  program,  name  and  address  program,  and  a "to-do" 
list  program.  The  product  is  sold  as  a software  package  for  approxi- 
mately 5400. 
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• The  Commercial  Systems  Group,  with  fiscal  1983  revenue  of  $191.7  million, 
provides  facilities  management  services,  processing,  and  systems  development 
support  to  clients  in  banking,  credit  union,  manufacturing,  petroleum,  trans- 
portation, retail,  distribution,  and  travel  industries.  Growth  in  fiscal  1983  was 
due  to  new  processing  services  contracts  and  acquisitions  in  credit  union 
services  and  bank  processing. 

The  Banking  and  Thrift  Division  provides  processing  services  and  mini- 
computer turnkey  systems  to  nearly  750  commercial  banks  and  thrift 
institutions. 

. Services  are  packaged  into  five  facilities  management  options: 

Financial  Systems  consists  of  a central  information  file 
for  general  ledger,  loan,  deposit,  entry,  and  support 
systems. 

Bank  Info  One,  a modular  system  service,  provides  on-site 
facilities  and  personnel  support  and  regional  computing  to 
various  types  of  financial  institutions.  EDS  customizes 
this  service  for  individual  clients.  The  service  consists 
of: 

. Basic  Banking  Applications:  item  processing, 

demand  deposit  accounting,  savings,  certificates 
of  deposit,  installment  loans,  commercial  loans, 
mortgage  loans,  and  general  ledger. 

. Integrated  On-line  System:  on-line  support  for 

automated  teller  machines  (ATMs),  teller  ter- 
minals, central  information  file  (GIF),  and  direct 
data  entry  (DDE). 

. Special  Services:  automated  clearinghouse, 

payroll,  account  reconciliation,  bond  portfolio 
analysis,  teller  cash  accounting,  microfiche 
services,  accounts  payable,  personal  and  corporate 
trust,  credit  card,  and  safe  deposit  boxes. 

Real-time  Banking  System  Is  an  on-line,  real-time  system 
that  uses  on-site  processing.  It  is  sold  under  a facilities 
management  approach  and  uses  a single,  all-encompassing 
data  base.  EDS  currently  supports  the  product  at  loca- 
tions where  Burroughs  hardware  is  installed. 

Savings  Institution  Data  Services  is  a comprehensive 
financial  product  that  includes  applications  required  for 
processing  at  thrift  institutions. 
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The  INFORM  banking  service  is  designed  to  provide  full- 
service  data  processing  capabilities  to  small  community 
banks.  It  is  sold  on  a facilities  management  basis  or  as  a 
turnkey  system  for  the  IBM  System  34/36  minicomputers. 

EDS  also  markets  Smart  Tools,  a comprehensive  package  of 
microcomputer  products  including  hardware,  software,  installa- 
tion, and  user  training  for  management  decision  making. 

Services  to  financial  institutions  were  expanded  by  acquisition 
of  the  Automated  Customer  Service  Division  of  Republic  Bank 
of  Dallas,  the  correspondent  banking  of  Fidelity  Bank  of  Okla- 
homa City,  and  Chicago-based  Weiland  Computer  Group.  The 
additions,  now  part  of  the  INFORM  service,  expanded  EDS's 
offerings  to  smaller  institutions  and  provided  an  additional  200 
banking  clients  in  the  Southwest  and  Midwest. 

Customers  supported  by  the  division  range  from  small  com- 
munity banks  to  the  nation's  second  largest  savings  and  loan 
institutions.  EDS  also  provides  electronic  funds  transfer  and 
automated  teller  machine  services. 


The  Credit  Union  Division  provides  processing,  facilities  management, 
and  turnkey  systems  to  over  3,000  credit  unions,  representing  over  one 
million  members.  The  total  number  of  credit  unions  and  members 
processed  by  EDS  has  nearly  tripled  in  the  past  three  years. 

. Growth  has  been  aided  by  the  acquisitions  of  Data  Processing  of 
the  South,  Virginia  Data  Systems,  processing  services  provided 
by  the  Texas  Credit  Union  League,  Financial  Data  Systems,  and 
Computer  Systems  Inc. 

. In  1982  EDS  received  a 10-year  facilities  management  contract 
with  the  Credit  Union  National  Association  to  implement 
nationwide  data  processing  systems  and  communications  for  the 
nation's  increasing  number  of  credit  unions.  The  system  will  tie 
together  21,000  credit  unions  and  provide  data  processing  for 
the  U.S.  Central  Credit  Union,  a financial  institution  with 
approximately  $10  billion  in  assets. 

. Credit  union  services  include  processing  in  various  environ- 
ments: on-line,  batch,  in-house,  and  distributed  processing. 

The  services  monitor  daily  transactions,  produce  quar- 
terly statements,  delinquent  notices,  and  other  standard 
reports  as  well  as  provide  ATM  support. 

The  CUNADATA  1,000  is  a new  computerized  credit 
union  management  turnkey  system  for  financial  planning 
and  analysis,  word  processing,  and  credit  bureau  access. 
Sold  on  IBM  PC  hardware,  the  system  is  priced  at  $9,950. 
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The  Air  Transport  Association  Division  provides  processing  services  to 
the  Air  Transport  Association  to  handle  travel  agent-originated 
tickets.  Services  include  data  entry  and  computer  processing  necessary 
to  accomplish  the  settlement  of  approximately  $11  billion  in  airline 
sales. 

The  Industrials  Division  is  composed  of  Industry  Services,  Utilities, 
Energy,  and  Software  Products  groups,  which  provide  professional 
services,  facilities  management,  and  software  products. 

. Industry  Services  provides  manufacturing,  distribution,  retailing, 
and  transportation  system  services  to  customers  in  those  indus- 
tries. 

. The  Utilities  projects  include  systems  development,  consulting, 
studies,  systems  maintenance,  and  installation  of  a materials 
management  system  for  a large  public  utility  company.  In 
addition,  projects  in  the  field  of  nuclear  utilities  have  been 
completed. 

. Energy  Industry  Systems  offerings  include  a fixed  assets  and 
general  ledger  system  and  a procurement  and  control  system. 

. The  Software  Products  group  offers  EDS's  Security  Access 
Controller  (SAC)  and  six  proprietary  utility-type  products. 

In  April  1983  EDS  began  disposition  of  I I computer  retail  stores  oper- 
ated by  its  former  Business  Systems  Division.  In  most  cases,  the  stores 
were  sold  to  EDS  employees  at  the  locations. 

. The  division  was  formed  in  August  1979  with  the  acquisition  of 
CompuSource,  a Data  General  systems  house.  Products  from 
Centurion  Computer  Corporation  were  added  after  Centurion's 
acquisition  in  1981. 

. The  stores  sold  small  computer  systems  to  accountants,  lawyers, 
manufacturers,  and  wholesale  distributors  in  the  $2  to  $10 
million  revenue  range. 

• The  Information  Technology  Group,  with  fiscal  1983  revenue  of  $169.9  million, 
reported  the  highest  growth  rate  of  EDS's  three  major  operations.  Growth 
came  from  a large  contract  award  (VIABLE)  and  acquisition  of  the  Optimum 
Systems  Division.  The  group  is  responsible  for  U.S.  federal  government 
contract  work  and  EDS's  foreign  operations.  More  than  3,500  people  are 
employed  in  the  organization. 

The  Government  Services  Division  provides  professional  services  to 
civilian  agencies  of  the  federal  government.  Recent  contract  awards 
include: 
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. A facilities  management  contract  with  the  Department  of 
Agriculture  to  develop  a system  to  track  government-owned 
cotton  stored  in  U.S.  warehouses. 

. A contract  with  the  Immigration  and  Naturalization  Service 
under  which  EDS  is  producing  and  issuing  4,500  tamper-proof 
alien  I.D.  cards  a day. 

. A contract  with  the  U.S.  Postal  Service,  with  an  estimated  value 
of  $200  million  over  a seven-year  period,  to  implement  a net- 
work of  mini  and  microcomputers  to  support  functions  associ- 
ated with  the  movement  of  mail  by  air  transportation.  The 
contract,  awarded  in  October  1983,  has  a first-year  value  of 
approximately  $39  million.  At  the  end  of  the  initial  one-year 
contract  period,  a six-year  agreement  for  optional  hardware  and 
maintenance  could  increase  the  total  value  to  EDS  by  another 
$160  million. 

The  Federal  Systems  Division  provides  professional  services  to  agencies 
of  the  Department  of  Defense. 

. The  largest  contract  ever  awarded  in  the  computer  services 
industry,  VIABLE,  is  managed  by  the  division.  Valued  at  $656 
million  over  a 10-year  period,  EDS  will  manage  up  to  one-half  of 
the  U.S.  Army's  total  data  processing.  This  includes  47  installa- 
tions throughout  the  continental  United  States,  as  well  as  in 
Alaska,  Hawaii,  and  the  Republic  of  Panama. 

The  project  calls  for  the  installation  of  five  major  Re- 
gional Data  Centers  and  45  Distributed  Processing 
Centers.  The  Washington  Regional  Data  Center  near 
Fort  Belvoir  (VA)  is  the  largest  of  the  five  major  centers 
and  is  the  central  control  point  for  the  entire  VIABLE 
network. 

EDS  is  responsible  for  selecting  and  implementing  all  new 
hardware  for  the  project  and  providing  software  conver- 
sion, maintenance,  training,  technical  support,  and  con- 
tinuous system  upgrading. 

The  Social  Security  Administration  organization  directs  a five-year 
systems  modernization  contract  with  the  Administration.  EDS  will  act 
as  the  systems  integrator. 

Optimum  Systems  Division  provides  IBM  and  compatible-based  proces- 
sing services  to  government  and  commercial  clients  from  data  centers 
in  Rockville  (MD)  and  San  Jose  (CA). 

. Principal  remote  computing  clients  are  agencies  of  the  federal 
government  who  use  the  network  service  for  demand  processing. 
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. The  Division  has  about  300  employees. 

. A network  profile  of  major  applications  offered  is  presented  in 
Exhibit  B. 

The  International  Division  has  business  contracts  with  foreign  govern- 
ments and  commercial  clients  in  Great  Britain,  Kuwait,  Malaysia, 
Mexico,  the  Netherlands,  Saudi  Arabia,  Singapore,  Germany,  and  Spain. 

. New  contract  awards  include: 

A contract  with  Bank  of  America's  Europe,  Middle  East, 
and  Africa  Divisions. 

A processing  services  contract  with  Ennia  Levensver- 
zekering  N.V.,  the  third  largest  insurance  company  in  the 
Netherlands. 

A contract  with  Caja  De  Ahorros  de  Madrid,  Spain's 
second  largest  savings  and  loan. 

INDUSTRY  MARKETS 

• EDS's  fiscal  1983  computer  services  revenue  was  divided  approximately  as 
follows: 


Insurance/medical 

39% 

Banking  and  finance 

24 

Federal  government 

25 

State  and  local 

government 

3 

Manufacturing/distribution/ 
transportation  6 

Other  3 


100% 


GEOGRAPHIC  MARKETS 

• An  estimated  97%  of  EDS's  total  revenue  is  derived  from  the  U.S.  and  3%  is 
from  international  sources. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• EDS  operates  four  regional  data  centers  for  its  facilities  management  proces- 
sing services,  two  data  centers  for  remote  computing  services,  and  various 
other  centers  managed  under  contract  agreements. 
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EXHIBIT  B 

OPTIMUM  SYSTEMS  DIVISION 
NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 

APPLICATION  AREA/PRODUCT  NAME 

• OPERATING  ENVIRONMENT 

• DATA  BASES 

- 2 IBM  3033s,  MVS 

- DUALABS  1980  CENSUS 

- 1 IBM  3081,  MVS 

- 1 AMDAHL  470  V/6 

• FINANCIAL  TOOLS 

- 1 NAS  7031 

- ADR/EMPIRE 

• TIMESHARING/TELECOMMUNICATIONS 

• PROJECT  MANAGEMENT 

MONITORS 

- PMS  IV 

- ROSCOE  - CICS 

- PROJECT/2  MOD2 

- SUPERWYLBUR  - ADR/DATACOM/DC 

- TSO 

• STATISTICAL/MODELING/SIMULATION 

- ADR/EMPIRE 

• PROGRAMMING  LANGUAGES 

- BMD/BMPD 

- APL  - PASCAL 

- CSMP  III 

- ASSEMBLER  - ADR/METACOBOL 

- GPSSV 

- BASIC  (VS)  - ADR/DATACOM/DL 

- SAS 

- COBOL  (OS/VS) 

- SPSS 

- FORTRAN  (G1,  H-EXTENDED,  VS) 

- SSP 

- PL/1 

• GRAPHICS 

• UTILITY  PROGRAMS 

- CALCOMP  GRAPHICS 

- lAM 

- DISSPLA 

- LIBRARIAN/VS 

- OPTIMIZER  III 

• DOCUMENTATION  TOOLS 

- SYNCSORT 

- ADR/ASC 

- ADR/AUTOFLOW  II 

• COMMAND  LANGUAGES 

- JCL 

• OTHER 

- JES2 

- ADR/EMAIL  (ELECTRONIC  MAIL) 

- ADR/ON-LINE  ETC  (TEXT  COMPOSITION) 

• FILE/DATA  MANAGEMENT  SYSTEMS 

- QUIC  (KEYWORD-IN-CONTEXT) 

- ADR/DATACOM/DB 

- ADR/DATACOM/DATAREPORTER 

- ADR/DATADICTIONARY 

- ADR/DATAQUERY 

- EASYTRIEVE 

- GIS/VS 

- MARK  IV 

- SYSTEM  2000 
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• Location,  hardware  installed,  and  major  processing  activities  performed  at  the 
data  centers  are  as  follows: 

Richardson  (TX):  Credit  union  and  bank  processing  services. 

2 NAS  9000-DPCs. 

I NAS  9000-2. 

Dallas  (designated  DAI  PCI):  Insurance  and  other  processing. 

I IBM  3084-Q. 

1 NAS  9080. 

Sacramento:  Insurance,  Medicare/Medicaid,  banking,  and  retail  proces- 
sing. 

. 1 Amdahl  470  V/8. 

. I Amdahl  5860. 

Camp  Hill  (PA):  Medicaid/Medicare  and  government  processing. 

1 NAS  9000-2. 

I NAS  9000-DPC. 

. I Amdahl  470  V/8. 

I NAS  9060. 

Optimum  Systems  Division:  Remote  computing  services. 

. Rockville  (MD). 

I IBM  3033-M8. 

I IBM  3033-M4. 

I IBM  308 1 -K. 

. San  Jose  (CA). 

I Amdahl  470  V/6. 

I NAS  7031. 

• Access  to  EDS's  network  is  through  an  internally  developed,  standard  nation- 
wide telecommunications  network  called  EDS-NET.  Optimum  Systems  Divi- 
sion uses  Tymnet  and  INWATS  for  telecommunications. 
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ELECTRONIC  DATA  SYSTEMS 

7171  Forest  Lane 
Dallas,  TX  75230 
(214)  661-6000 


H.  Ross  Perot,  Chairman 
Mort  Meyerson,  President 
Public  Corporation,  NYSE 
Total  Employees:  10,544 
Total  Revenues,  Fiscal  Year  End 
6/30/80:  $374,661,000 


THE  COMPANY 

• Electronic  Data  Systems  Corporation  (EDS),  founded  in  1962  by  H.  Ross  Perot, 
has  grown  to  become  the  largest  services  vendor  providing  facilities  manage- 
ment services  to  the  insurance  industry,  government-funded  health  insurance 
ard  other  clients  in  banking,  manufacturing  and  governnaent  agencies. 

• EDS  has  achieved  an  average  annual  growth  rate  in  revenues  of  25%  for  the 
last  five  years.  Revenues  for  FY  1980  were  $374.7  million,  up  37%  over  1979 
revenues  of  $274.3  million.  Although  income  before  taxes  increased  20%  in 
FY  1980,  pre-tax  profit  margins  declined  from  14%  in  FY  1979  to  12%  in  FY 
1980. 


EDS 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  Thousands,  Except  Per  Share  Data) 
FYE  6/30 
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Management  attributes  its  FY  I960  revenue  gains  to  increased  business 
in  its  facilities  management  services  and  to  the  acquisition  of  Potomac 
Reseach  Inc.  (PRI)  during  the  fourth  quarter  of  FY  1979.  In  1980,  PRI 
contributed  7%  of  EDS's  total  revenues,  or  $26.2  million. 

Revenues  for  three  months  ended  September  30,  1980  were  $104, 
797,000,  an  increase  of  24%  over  $84,754,000  from  the  previous  year. 

• Supplementing  the  acquisitions  of  PRI  and  Compusource  in  1979,  EDS  acquired 
two  additional  companies  in  June  1980. 

Application  Programming  Service  of  Indianapolis  (APSI)  provides  bank- 
ing applications  software  for  use  on  IBM  System  34  minicomputers. 
Acquistion  of  APSI  will  facilitate  EDS's  entry  into  the  small-bank 
services  market. 

Informational  Resource  Electronics  Corporation  (IRE)  of  St.  Louis 
provides  a minicomputer-based  system  for  hospital  management.  The 
IRE-developed  system  is  currently  in  use  at  six  hospitals  and  manages 
all  administrative  and  medical  information  tasks. 

Terms  of  the  acquisitions  or  revenues  of  the  recently  acquired  compa- 
nies were  not  disclosed. 

• EDS  is  organized  into  four  major  operating  groups  and  several  divisions. 

The  Insurance  Group  is  the  largest  organization  within  EDS  and  consists 
of  four  components. 

. Commercial:  offers  full  facilities  management,  systems  instal- 
lation and  consulting  services  to  life,  property  and  casualty 
insurance  companies  and  independent  insurance  agents. 

. Blue  Cross/Blue  Shield:  provides  facilities  management  services 
to  several  of  the  nation's  largest  Blue  Cross/Blue  Shield  plans. 

. Insurance  Administration:  provides  claims  processing  services 

and  in  some  instances  functions  as  the  fiscal  agent  for  states  in 
managing  Medicaid  Services. 

. Health  Services:  offers  processing  services  for  the  EDS  Hospital 
Financial  System  and  will  be  responsible  for  marketing  the 
minicomputer  hospital  system  of  IRE. 

The  Information  Technology  Group  was  created  in  1980  by  combining 
the  Government  Services  Division,  the  Business  Systems  Division  and 
the  EDS  World  operations. 
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. Government  Services  Division:  responsible  for  systems  develop- 
ment and  facilities  management  contracts  with  federal,  state 
and  local  government  agencies. 

. Business  Systems  Division;  develops  and  markets  minicomputer- 
based  systems. 

. EDS  World:  responsible  for  EDS's  international  business. 

The  Commercial  Systems  Group  provides  a variety  of  services  to 
financial  institutions,  credit  unions,  the  airline  industry,  manufacturing, 
petroleum  companies  and  other  industries.  It  has  a separate  division. 
Banking  and  Thrift,  which  markets  EDS  services  to  savings  and  loan 
associations,  banks  and  thrift  institutions. 

The  Computer  Services  Group  manages  and  maintains  five  regional 
centers  that  provide  EDS  processing  services  to  clients  in  the  U.S. 


KEY  PRODUCTS  AND  SERVICES 

• As  in  previous  years,  EDS's  FY  1980  revenues  were  dominated  by  facilities 
management  services.  Designated  as  "Systems  Contracts"  by  the  company, 
services  provided  include: 

EDS  assuming  the  total  operating  responsibility  for  a client's  data 
processing  operation. 

The  design,  programming  and  installation  of  new  systems  for  a client. 

Predetermined  minimum  monthly  payments  made  by  the  client  for 
processing  services  supplied  from  one  of  the  EDS  centers,  or  payments 
of  administrative  fees  on  a per  claim  basis  for  data  processing  and 
related  services  when  contracts  are  with  a state  agency^ 

• In  FY  I960,  approximately ($342  million)  of  EDS's  total  revenues  were 
derived  from  Systems  Contracts.  The  remaining  9%  stemmed  from  software 
and  equipment  sales  and  interest  income. 

• INPUT  estimates  that  EDS  derived  its  FY  1980*  revenues  as  follows: 


- 

Insurance  Group 

50% 

- 

Commercial  Systems  Group 

25 

- 

Information  Technology  Group 

25 

100% 

* Excludes  $6  million  in  interest  income. 
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• EDS's  systems  contracts  range  in  length  from  one  to  ten  years  for  non- 
government accounts  and  one  to  five  years  for  government  agencies.  Follow- 
ing is  a five-year  summary  of  EDS's  systems  contracts: 


EDS 

FIVE-YEAR  STATISTICAL  SUMMARY 
SYSTEMS  CONTRACTS 


^^^..FISCAL  YEAR 
ITEM 

1980 

1979 

1978 

1977 

1976 

Systems  contracts 

140 

108 

93 

82 

60 

Number  of  customers 

122 

97 

80 

71 

53 

Percent  of  total 
operations  revenues* 

93% 

83% 

91% 

91% 

94% 

Estimated 
revenue  value 
($  millions) 

$342.0 

$260.5 

$192.2 

$142.8 

$147.5 

* Operations  revenue  excludes  interest  income  reported  in  total  corporate  revenues. 

• EDS's  Insurance  Group  provides  facilities  management,  systems  installation 
and  consulting  services  and  markets  minicomputer-based  systems. 

Processing  services  for  insurance  companies  are  provided  through  the 
EDS  developed  LMS  II  (Life  Management  System).  Marketed  since 
1972,  LMS  II  is  a total  administrative  processing  service  for  large 
insurance  companies.  LMS  1 is  a similar  service  for  medium  and  small 
insurance  companies. 

Representative  commercial  insurance  clients  include: 

. Security  Connecticut  Life  Insurance  Company. 

. National  Liberty  Insurance  Company. 

. Allstate  Insurance  Company. 

. Mutual  Benefit  Life  Insurance  Company  of  Newark. 

In  1980,  the  Insurance  Group  began  marketing  two  minicomputer-based 
systems  for  the  insurance  industry. 

. The  Package  System,  sold  with  a Tl  990/12  minicomputer, 
automates  the  processing  of  insurance  applications  submitted  by 
commercial  business.  It  offers  the  capability  to  process  com- 
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mercial  multi-peril  insurance  policies  (similar  to  personal  home- 
owners  policies),  as  well  as  fire,  liability  and  other  insurance 
policies. 

. An  Agency  Business  System,  currently  in  a pilot  mode,  comput- 
erizes policy  information,  accounts  receivable  and  word  process- 
ing for  independent  insurance  agents,  and  can  be  used  by 
property  and  casualty  insurance  companies.  The  system  runs  on 
a DEC  PDP  I 1/44. 

The  Insurance  Administration  organization  is  reponsible  for  the  Medi- 
caid contracts  held  by  EDS. 

. At  the  present  time,  EDS  has  I 1 Medicaid  contracts  in  effect 
with  state  agencies  in  Kansas,  Wisconsin,  North  Carolina,  New 
Mexico,  Alabama,  Louisiana,  Missouri,  Tennessee,  Texas,  Wash- 
ington and  Idaho. 

. In  July  I960,  the  Texas  Department  of  Human  Resources  voted 
to  negotiate  with  Bradford  National  Corporation  for  a Medicaid 
contract  currently  held  by  National  Heritage  Insurance  Compa- 
ny, a wholly  owned  subsidiary  of  EDS.  Currently  Touche  Ross 
has  been  retained  by  the  Department  to  evaluate  the  bids.  EDS 
is  contesting  the  vote  to  negotiate  the  contract  which  is  valued 
at  $41.4  million  over  a four-year  period.  The  existing  contract  is 
due  to  expire  on  August  31,  1981. 

EDS  has  several  systems  contracts  with  Blue  Cross/Blue  Shield  organi- 
zations, including  California,  New  York,  Colorado,  Iowa,  Indiana,  Texas 
and  Massachusetts. 

. Services  provided  under  these  contracts  generally  consist  of 
assuming  total  responsibility  for  all  of  the  customers  data 
processing  needs.  This  includes  systems  engineering,  computer 
operations,  industrial  engineering  and  clerical  support.  EDS  also 
installs  and  operates  systems  designed  by  EDS  to  process  the 
work  of  the  plans.  This  can  be  either  for  the  private  business  as 
well  as  Medicare,  Medicaid  and/or  CHAMPUS. 

The  Health  Services  Division  provides  on-line  information  processing 
systems  to  the  providers  of  health  care,  primarily  hospitals  and  nursing 
homes.  Service  options  offered  by  the  Division  range  from  turnkey 
systems  to  full  facilities  management.  The  EDS  hospital  system  is  a 
comprehensive  patient  care  information  system.  Access  to  the  system 
is  through  an  EDS  microcomputer-based  terminal  system  which  per- 
forms the  following  functions; 

. Real-time  entry  of  data. 

. Real-time  entry  of  outpatient  and  emergency  room  registration. 
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. Full  range  of  service  ordering  from  ancillary  departments  includ- 
ing order  sets. 

. Full  range  of  result  reporting  from  ancillary  departments  includ- 
ing cumulative  reporting. 

. Nurse  staffing  based  upon  nursing  skills  and  acuity  parameters. 

. Interface  capability  to  automated  laboratory  equipment. 

. Prior  and  current  patient  profile  including  results  and  demo- 
graphic information. 

In  March  1980,  EDS  won  a five-year  facilities  management  contract 
valued  at  $25.4  million  for  the  operation  of  the  data  processing 
facilities  of  Orange  County  (CA).  The  contract  had  previously  been 
held  by  Computer  Sciences  Corporation. 

• The  Information  Technology  Group  employs  about  2,500  people  and  consists  of 
three  major  divisions:  Government  Services,  Business  Systems  and  EDS  World. 
Each  Division  maintains  its  own  marketing,  financial  and  administrative 
support  staffs. 

The  Government  Services  Division  has  been  actively  competing  for 
federal  government  contracts  since  1978.  Revenues  from  the  federal 
government  in  FY  1980  were  approximately  $64  million,  or  about  three 
times  the  $22  million  reported  in  FY  1979.  A large  part  of  the  increase 
was  due  to  a full  year's  operation  of  Potomac  Research,  the  newly 
acquired  subsidiary  which  specializes  in  providing  data  processing  and 
engineering  services  to  the  federal  government. 

. Through  its  three  operating  units,  the  Government  Services 
Division  provides  a variety  of  services  to  federal  agencies  and 
many  state  and  local  governments. 

The  Applied  Technology  Operation  performs  multidisci- 
pline engineering,  management  and  documentation  servi- 
ces for  organizations  and  agencies  which  specialize  in 
science  and  technology.  The  Information  Systems  Opera- 
tion offers  complete  system  life  cycle  services  which  span 
from  performing  a requirements  analysis  study  to  operat- 
ing and  maintaining  systems.  In  addition  to  data  process- 
ing, the  Program  Management  Operation  provides  services 
in  all  areas  of  total  program  administration. 

The  majority  of  the  Government  Services  Division  busi- 
ness activities  are  performed  in  the  Washington,  D.C. 
metropolitan  area;  however,  many  of  the  divisions  em- 
ployees are  located  throughout  the  U.S.  at  various  client 
locations. 
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The  Business  Systems  Division  (BSD)  is  responsible  for  marketing  a line 
of  small  business  systems  for  selected  industries. 

. Based  on  DEC  Datasystem  300s  and  Data  General  NOVA  3 and  4 
systems,  EDS  offers  four  systems  with  applications  software  for 
legal  offices,  certified  public  accountants,  manufacturing  and 
the  wholesale/distribution  industries.  Price  of  the  systems  range 
from  $15,000  to  over  $100,000. 

. The  turnkey  systems  are  targeted  at  small  businesses  with  $2 
million  to  $10  million  in  annual  revenues.  The  Division  also 
provides  its  software  products  to  OEM's  nationwide  and  markets 
its  systems  to  large  corporations. 

The  international  division,  EDS  World,  offers  a variety  of  data  process- 
ing services  to  the  government  and  private  businesses  of  many  foreign 
countries,  including  Great  Britain,  Kuwait,  Malaysia,  Mexico,  the 
Netherlands,  Saudi  Arabia  and  Singapore.  EDS  World  provides  these 
services  in  the  areas  of  social  security,  government  and  private 
banking,  health  care,  social  welfare,  retailing,  social  insurance,  airport 
administration  and  meteorology.  Marketing  efforts  are  directed  in 
three  regions  abroad:  Mexico,  South  America  and  the  Far  East;  Europe; 
and  the  Middle  East.  Division  headquarters  is  in  Bethesda  (MD). 

Inovision,  a subsidiary  operation  established  to  market  home  computers 
and  video  products  for  consumers,  was  reorganized  in  early  1980  and 
several  product  lines  were  dropped. 

• The  Commerical  Systems  Group  provides  facilities  management  services, 
processing  and  systems  development  support  to  clients  in  the  manufacturing, 
petroleum,  transportation,  retailing  and  distribution  industries.  Additionally,  a 
significant  portion  of  its  business  is  centered  on  providing  services  to  credit 
unions  and  financial  institutions. 

Under  contract  with  the  Credit  Union  National  Association  (CUNA- 
DATA),  EDS  provides  remote  batch  and  on-line  processing  services  to 
900  credit  unions.  During  the  1979  calendar  year,  a total  of  289  credit 
unions  were  signed  to  three-year  contracts. 

. INPUT  estimates  that  EDS  derived  less  than  $15  million  from 
credit  union  clients  in  FY  1980. 

. The  CUNADATA  system  for  credit  unions  supports  a fully 
integrated  general  ledger,  automated  teller  machines,  multiple 
share/savings  and  loan  accounts  per  member,  and  payroll  proc- 
essing including  the  ability  to  receive  data  from  automated 
clearinghouses. 

. New  credit  union  services  announced  include: 
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A minicomputer-based  system  for  in-house  use. 

A lower-cost,  modular  on-line  system. 

EDS's  Banking  and  Thrift  Division  provides  services  to  savings  and  loan 
associations,  banks  and  thrift  institutions.  The  division  holds  28  prime 
contracts  and  serves  523  banks  and  savings  and  loan  associations. 

. EDS's  services  to  financial  institutions  are  packaged  into  four 
facilities  management  systems: 

Financial  Systems  consists  of  a central  information  file 
for  general  ledger,  loan,  deposit,  entry  and  support  sys- 
tems. 

Bank  Info  One  is  a modular  system  service  which  provides 
on-site  facilities  and  personnel  support,  and  regional  com- 
puting to  various  types  of  financial  institutions.  EDS 
customizes  this  service  to  meet  the  requirements  of 
individual  clients.  The  total  service  consists  of  the 
following: 

. Basic  Banking  Applications:  item  processing,  de- 

mand deposit  accounting,  savings,  certificate  of 
deposit,  installment  loan,  commercial  loan,  mort- 
gage loans  and  general  ledger. 

. Integrated  On-Line  System:  on-line  support  for 

automated  teller  machines  (ATM),  teller  terminals, 
central  information  file  (GIF)  and  direct  data  entry 
(DDE). 

. Special  Services:  for  automated  clearinghouse 

payroll,  account  reconciliation,  bond  portfolio  a- 
nalysis,  teller  cash  accounting,  microfiche  servi- 
ces, accounts  payable,  personal  and  corporate 
trust,  credit  card  and  safe  deposit  boxes. 

Thrift  Systems  provides  NOW  account  processing  for 
savings  and  loan  associations. 

Return  on  Information  (ROI)  offers  a full  range  of  banking 
applications  for  small  banks  on  an  IBM  System  34  mini- 
computer. 
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In  March  I960,  EDS  signed  a contract  with  the  Union  Bank  of  Los 
Angeles,  which  calls  for  Union  and  EDS  to  market  EDS  NOW 
Account  Services  to  savings  and  loan  institutions  in  California. 
EDS  will  open  a data  center  in  San  Diego  from  which  three  basic 
services  will  be  performed:  item  capture,  data  processing  and 

back-end  tasks. 

As  a result  of  the  new  joint  marketing  venture,  tv/o  large 
savings  and  loan  associations  have  signed  contracts  for 
the  service:  Great  Western  and  San  Diego  Federal 

Savings  and  Loan  Associations. 


INDUSTRY  MARKETS  EDS  derived  17%  of  its  FY  I960  revenues  from  the  federal 
government  and  12%  from  state  and  local  governments.  The  major  portion  of  EDS's 
revenues  comes  from  clients  in  the  insurance  and  banking  industries,  in  addition  to 
manufacturing,  transportation,  retail  and  distribution. 


COAAPUTER  HARDWARE 

• EDS  uses  70  computers  in  performing  services  for  customers  in  all  U.S.  states, 
the  District  of  Columbia,  Kuwait,  England,  Puerto  Rico,  The  Netherlands, 
Mexico  and  Saudi  Arabia.  Approximately  80%  of  the  computer  processing  is 
done  through  a nationwide  telecommunications  network  operating  out  of  five 
major  regional  computer  centers,  using  10  computers.  These  centers  are 
located  in  Dallas,  San  Francisco  and  Camp  Hill  (PA).  Hardware  consists 
primarily  of  IBM  370/30XX  and  Amdahl  equipment. 

• The  new  data  center  in  San  Diego  will  use  two  IBM  370/ 1 58s  for  NOW  account 
processing  services. 
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ELECTRONIC  DATA  SYSTEMS 

7171  Forest  Lane 
Dallas,  TX  75230 
(214)  661-6000 


Mort  Meyerson,  President 
Public  Corporation,  NYSE 
Total  Employees:  9,343 
Total  Revenues,  Fiscal  Year  End 
6/30/79:  $274,298,000 
Computer  Services  Revenues: 
$260,529,000 


THE  COMPANY 

• Electronic  Data  Systems  Corporation  (EDS)  was  founded  in  1962  by  H.  Ross 
Perot,  currently  Chairman  of  the  corporation.  EDS  is  the  largest  facilities 
management  (FM)  contractor  in  the  world.  FM  contracts  from  Federal,  State, 
and  commercial  clients  contributed  83%  of  its  revenues  in  1979. 

• EDS  has  achieved  an  average  annual  growth  rate  in  revenues  of  22%  for  the 
last  five  years.  Revenues  for  FY  1979  were  $274.3  million,  up  26%  over  FY 

1978  revenues  of  $217.8  million.  Approximately  $13.8  million  of  EDS's  FY 

1979  revenues  was  derived  from  interest  income  and  from  the  sale  of 
undeveloped  land. 

• A five  year  financial  summary  follows: 

EDS 

FIVE  YEAR  FINANCIAL  SUMMARY 
FOR  YEARS  ENDED  JUNE  30 


($  Thousands,  Except  Per  Share) 


— -..^..FJ^AL  YEAR 

ITEM 

1979 

1978 

1977 

1976 

1975 

Total  Revenue 

$274,298 

$217,837 

$164,188 

$132,952 

$123,896 

. Percent  increase 

from  previous  year 

26% 

33% 

23% 

7% 

4% 

Income  Before  Taxes 

$ 37,948 

$ 32,467 

$ 28,512 

$ 26,625 

$ 27,051 

. Percent  increase 

(decrease)  from 

previous  year 

17% 

14% 

7% 

(2%) 

(8%) 

Net  Income 

$ 23,702 

$ 19,666 

$ 16,428 

$ 13,602 

$ 14,648 

. Percent  increase 

(decrease)  from 

previous  year 

21% 

20% 

21% 

(7%) 

(5%) 

Earnings  Per  Common 

Share 

$ 1 .82 

$ 1 .54 

$ 1 .31 

$ 1 . 10 

$ 1.21 

. Percent  increase 

(decrease)  from 

previous  year 

18% 

18% 

19% 

(9%) 

(5%) 
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• The  decline  in  income  before  taxes,  net  income  and  earnings  per  share  in  1976 
and  1975  was  attributed  to: 

Termination  of  EDS  contracts  in  the  brokerage  industry. 

Loss  of  a major  Medicare  client  in  1976. 

Lower  profit  margins  on  new  contracts  due  to  high  start-up  and 
development  expenses. 

Expansion  of  EDS  marketing  efforts  and  the  effects  of  inflation. 

• As  of  September  1979,  EDS  organized  its  corporate  structure  into  eight 
operating  groups.  The  three  internal  support  groups  are  Computer  Services, 
Administrative  Services  and  Financial  Services.  The  five  external  operating 
groups  are  directed  toward  current  and  planned  customers  and  have  either  an 
industry  or  geographic  orientation.  Their  major  functional  responsibilities  are; 

Commercial  Systems  Group  is  directed  toward  serving  the  following 
domestic  markets: 

. Financial  Institutions. 

. Credit  Unions. 

. Retail. 

Distribution. 

. Manufacturing. 

. Transportation. 

General  Systems  Group  is  directed  toward  education,  home  computer, 
and  small  business  applications.  It  includes  the  Inovision  Corporation 
which  uses  a retail  mail  order  operation  to  distribute  a range  of 
consumer  electronic  products,  including  home  computers,  video 
cassette  and  disk  players  with  associated  software. 

Insurance  Group  consolidates  all  claims  processing  and  associated 
functions  for  both  government  and  commercial  accounts  under  one 
organizational  element. 

Government  Services  Group  is  responsible  for  all  current  and  planned 
activities  with  local,  state  and  Federal  governments.  It  provides 
services  to  various  government  agencies  including  the  Department  of 
Energy,  Department  of  Defense,  Department  of  Housing  and  Urban 
Development,  Department  of  Labor,  U.S.  Postal  Service,  and  NASA. 

EDS  World  provides  all  EDS  services  to  the  international  market.  It 
currently  has  operations  in  Europe,  Kuwait,  Saudi  Arabia  and  Singapore. 
EDS  World  is  also  responsible  for  data  processing  application  services 
marketed  by  the  Utilities  Division. 

• During  the  past  year  EDS  has  expanded  its  operations  through  two  acquisitions: 

In  May  1979  it  acquired  Potomac  Research,  Inc.  (PRO  of  Alexandria, 
Virginia.  PRI  specializes  in  data  processing  and  engineering  services  to 
the  Federal  Government.  At  the  time  of  acquisition,  PRI  had  annual 
revenues  of  $20  million. 
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In  September  1979  EDS  acquired  Compusource  of  Torrance,  California. 
Compusource  is  a $5  million  company  which  develops  and  markets 
software  for  small  business  computers,  provides  consulting  services,  and 
sells  computers  to  companies  in  the  $2  million  to  $50  million  range. 

• EDS  will  continue  to  be  the  major  supplier  of  EM  services  to  financial  and 
insurance  sectors.  Its  major  areas  of  expansion  are  expected  to  be  within  the 
Federal  and  state  governments,  as  well  as  the  emerging  area  of  home  and 
personal  computing. 

• Major  competitors  of  EDS  are  Computer  Sciences  Corporation  and  the  various 
Blue  Cross/Blue  Shield  organizations. 


KEY  PRODUCTS  AND  SERVICES 

• EDS's  1979  revenues  were  dominated  by  facilities  management  contracts.  In 
1979  EDS  had  108  facilities  management  contracts  with  97  clients.  These 
contracts  contributed  83%  or  $216.2  million  of  the  company's  total  FY  1979 
operating  revenues  of  $260.5  million.  The  remaining  17%  of  revenues  stem 
from  other  contracts. 

• EDS's  facilities  management  business  is  contracted  through  a "Systems 
Contract"  which  ranges  in  length  from  I to  10  years  for  non-government 
accounts,  and  I to  5 years  for  various  government  agencies.  Following  is  a 
five  year  summary  of  EDS's  FM  contract  base: 


EDS 

FIVE  YEAR  STATISTICAL  SUMMARY 
FM  CONTRACT  BASE 


■^--....^CAL  YEAR 
ITEM 

1979 

1978 

1977 

1976 

1975 

Systems  Contracts 

108 

93 

82 

60 

59 

Number  of  Customers 
Percent  of  Total 

97 

80 

71 

53 

50 

Revenues 

83% 

91% 

91% 

94% 

95% 

• EDS  continues  to  actively  pursue  its  facilities  management  business  in  the 
following  areas: 

Health  Care  Processing:  provided  to  both  private  health  insurance 

programs  and  government  sponsored  programs.  California  Physicians 
Services  (CPS)  contributed  12%  of  EDS's  gross  revenues  in  1979. 
Insurance  Processing:  provided  to  the  full  range  of  insurance 

companies.  LMS  II  (Life  Management  System)  has  been  marketed  since 
1972  as  a total  administrative  processing  service  for  large  insurance 
firms.  LMS-I  is  a similar  service  for  medium  and  small  insurance  firms. 
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Representative  customers  using  these  services  are  Allstate,  CNA,  and 
Connecticut  General. 

Financial  Processing:  provided  to  financial  institutions  ranging  from 

credit  unions  to  full  service  banks.  EDS  provides  services  to  over  350 
banks,  savings  and  loan,  and  mutual  savings  banks  in  22  states. 

. EDS  is  the  second  largest  processing  contractor  to  credit  unions 
and  operates  through  the  Credit  Union  National  Association. 
Credit  unions  using  EDS  processing  services  currently  number 
774.  EDS  is  developing  a small  business  computer  or  mini- 
computer based  credit  union  system  which  will  function  on  a 
standalone  basis. 

• Bank  Info  One  is  a modular  system  service  which  provides  on-site  facilities  and 
personnel  support,  and  regional  computing  to  various  types  of  financial 
institutions.  EDS  customizes  this  service  to  meet  the  requirements  of 
individual  clients.  The  total  service  consists  of  the  following: 

Basic  Banking  Applications:  Item  Processing,  Demand  Deposit 

Accounting,  Savings,  Certificate  of  Deposit,  Installment  Loan, 
Commerical  Loan,  Mortgage  Loans,  and  General  Ledger. 

Integrated  On-Line  System:  on-line  support  for  automated  teller 

machines  (ATM),  teller  terminals,  central  information  file  (CIF),  and 
direct  data  entry  (DDE). 

Special  Services:  for  automated  clearinghouse  payroll,  account 

reconciliation,  bond  portfolio  analysis,  teller  cash  accounting,  micro- 
fiche services,  accounts  payable,  personal  and  corporate  trust,  credit 
card  and  safe  deposit  boxes. 

• In  addition  to  its  continued  strength  in  the  facilities  management  area,  EDS  is 
expected  to  expand  significantly  into  the  small  business  and  home  computing 
market. 

EDS  has  formed  a subsidiary  called  Inovision  which  provides  direct  mail 
catalog  sales  to  home  computer  users.  Inovision  will  market  micro- 
computers (Tl  and  Atari),  video  cassette  recorders,  calculators,  video 
games,  and  video  cassette  programs. 

EDS  has  opened  two  business  computer  demonstration  centers  in  Dallas 
and  Houston.  These  centers  offer  hardware  and  software  systems  that 
can  be  customized  to  meet  individual  company  requirements. 

Evolution  I is  a packaged  learning  video  tape  system  that  will  teach 
users  how  to  buy  microcomputers  for  either  a small  business  or  for 
home  use.  These  learning  systems  are  designed  for  either  a retail  store 
or  a corporate  learning  center. 


INDUSTRY  MARKETS 

• EDS  derives  20%  of  its  revenues  from  Federal  and  state  and  local  government 
agencies.  Federal  government  contributes  8%  and  state  and  local  government 
1 2%  of  revenues. 
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• The  remainder  of  EDS's  revenues  are  provided  by  the  banking,  insurance, 
retail,  distribution,  manufacturing  and  transportation  sectors. 


COMPUTER  HARDWARE 

9 EDS  operates  73  computers  in  providing  services  for  its  customers  in  49  states, 
the  District  of  Columbia,  Kuwait,  England,  Germany,  Puerto  Rico,  The 
Netherlands  and  Saudi  Arabia.  Approximately  80%  of  the  computer  processing 
is  done  through  a nationwide  telecommunications  network  operating  out  of 
three  major  regional  computer  centers,  using  eight  computers.  These  centers 
are  located  in  Dallas  (TX),  San  Francisco  (CA),  and  Camp  Hill  (PA). 
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THE  COMPANY 


Electronic  Data  Systems  Corporation  (EDS)  was  founded  in  June  1962 
by  Ross  Perot,  currently  Chairman  of  the  Board  and  Chief  Executive 
Officer.  It  is  the  premier  facilities  management  (FM)  company  in 
the  United  States,  with  FM  contracts  generating  approximately  91% 
of  revenues  in  191^^  (Remaining  revenues  are  derived  from  interest  ^ 
and  the  sale  of  assets.)  The  company  designs  and  installs  soft- 
ware systems  and  operates  computer  facilities  for  its  customers. 


- Approximately  $70^ million  in  fiscal  yeajt-dr976^  or  52%  of 

revenues  i&  derived  ^om  processing- of  Medic^e,  Medicaid  an^ 
CHAMPUS,.  ' Contracts /between  EDS  and  its  cu^omers  generally /Kave 
5-ip^ear  terms, 

Other  revenues  aye  derived  from  commercial  banks-,  savings  (an^ 
iloan  institutioi^ , ^credit  unions,  and  itaj^rOrs, 


Between  197^ and  197^,  revenues  grew  from  $132.9  million  to  $164.2 
million,  an  increase  of  23%,  while  earnings  increased  21%  from 
$13.6  million  to  $16.4  million.  The  company  has  been  a major  cash 
generator.  In  the  last  year  its  cash  or  cash  equivalent  position 
grew  from  $42  million  to  $55  million  while  the  company  paid  $7.5 
million  in  dividends. 


• Recently,  EDS  has  begun  to  bid  not  only  on  insurance  processing 

contracts  but  also  fiscal  agent  and  intermediary  contracts.  Thus, 
EDS  has  become  the  insurer  and  administrator  on  the  new  contracts 
and  has  assumed  total  operating  responsibility  for  the  customers' 
data  processing  installations  as  well. 
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• EDS's  major  strengths  are  its  ability  to  hire,  train,  mobilize, 
and  manage  people.  This  ability  has  helped  it  to  add  large 
segments  of  business  without  a deterioration  in  service. 

• Another  asset  of  the  company  is  the  software  which  has  been  de- 
veloped for  the  health  care, and  the  financial  industry.  To  date, 

$50  million  of  software  development  costs  have  been  expensed. 

Portions  of  this  software  can  frequently  be  utilized  in  new  in- 
stallations providing  the  company  with  the  opportunity  to  leverage 
the  software. 


KEY  PRODUCTS  AND  SERVICES 


• Of  the  $133  million  of  revenues  in  FY  1976,  $70  million  was 

derived  from  data  processing  of  Medicare,  Medicaid,  and  CHAMPUS. 

This  business  represents  a major  source  of  revenue  for  EDS.  Exhibit 
#1  shows  recent  EDS  contracts. 


California  accounts  for  almost  1/3  of  EDS  health  Insurance  proces 


sing  revenues  with  the 

- Medi-Cal 
Medicare 

- CHAMPUS 
TOTAL 

EDS'  dominance  of  the 
asset  and  liability 


following  breakdown: 

$13  million 
6 million 
1 million 
$20  million 

health  insurance  market 


is  both  its  greatest 


Its  experience  and  competence  is  an  obvious  asset.  It  currently 
handles  20%  of  all  claims  processing  for  state  health-care 
programs  across  the  nation. 


Recently  EDS  Itsg*  received  court  challenges  from  low  bid  competi- 
tors wflTCTi  lost  contracts  to  EDS,  and  from  some  state  aid  feder- 
al government  agencies.  Theee~~clTgtTloftge-g~mQy  fiCQA£i4g-~irDmpetitors 

Ml  t-h  nppn-rt-iim' H Qg  t a-.ojr,  1- a r FnC-rlf^Tm' na  t ed 


Of  EDS's  6 3^^ employees , 50  are  salesmen. 


APPLICATIONS  EDS  offers  primarily  health  care  processing  applications, 
although  it  also  offers  financial  applications. 


GEOGRAPHIC  MARKETS  EDS  processes  for  state  government  agencies  and  cor- 
porations throughout  the  U.S.  as  well  as  servicing  governments  in  the 
Middle  East. 
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COMPUTER  HARDWARE  AND  SOFTWARE 
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EXHIBIT  1 


EDS 'RECENT  CONTRACTS  FOR  MEDICARE,  MEDICAID,  AND  CHAMPUS 


YEAR 

STATE 

PROGRAM 

1 

COMMENTS 

1 

DURATION 

Nov. 

1975 

Washington  State 

Medicaid 

Full  EDP  service  including 
on-line  claims  examination 

2 years 

June 

1976 

Alabama 

Medicaid 

Full  FI*&  EDP  service 

1 year 

June 

1976 

Indiana 

Medicare 

Full  EDP  service 

28  months 

July 

1976 

Washington  State 

Medicaid 

Nov.  75  contract  extended  to 
5 years 

5 years 

August 

1976 

Texas 

Medicaid 

Full  FI*&  EDP  service  on  risk. 
Approx.  $250  million/year 

4 yr.  8 mo . 

August 

1976 

Florida 

Medicare 

EDP  facilities  management  only 

3 years 

Sept . 

1976 

Idaho 

Medicaid 

Full  FI*&  EDP  service 
No  risk 

2 yr . 6 mo . 

Sept . 

1976 

Iran 

Turnkey  implementation  of 
complete  social  security. 
Approx.  $40  million  revenue 

3 years 

Oct . 

1976 

Massachusetts 

1 

i 

Medicare 

Contract  renewed  to  implement 
AMS 

3 years 

Dec . 

1976 

1 

1 California 
1 Oregon 
1 Nevada 
Arizona 
Utah 

CHAMPUS 

EDP  service  only.  This  contract 
was  taken  away  from  HAS  for  poor 
performance  and  awarded  to 
California  Blue  Shield  and  EDS. 

Month-to- 

Month 

Jan. 

1977 

North  Carolina 

Medicaid 

EDP  service  only. 
Replaces  HAS 

Drugs-FY'78 

Other-6/77 

June 

1977 

New  Mexico 

Medicaid 

Replaces  Dikewood  Industries 

3 years 

* Fiscal  Intermediary 
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processliig 


The  gala  event  held  in  Dallas  last  Au- 
gust was  both  startling  and  loudly  publi- 
Electronic  Data  Systems  Dnm 
(EDS)  jumpea  into  wliat  it  called  the 

Mme  of  the  future”  market,  a vastly 
different  business  than  its  data-process- 
ing  services.  A new  subsidiary  called 
Inovision  was  going  to  sell  everything 
trom  personal  computers  and  software 
to  electronic  thermostats  and  videotape 
recordings.  “We  can  afford  to  be  in  this 
market  too  early,  but  we  cannot  afford 
to  be  too  late,”  declared  H.  Ross  Perot 
the  dynamo  who  had  left  International’ 
Business  Machines  Corp. 
in  1962  to  found  eds. 

But  now  EDS,  one  of  the 
largest  independent  sup- 
pliers of  data-processing 
services,  is  making  a hasty 
retreat  from  the  consumer 
electronics  market.  In  a 
sudden  corporate  upheaval 
m late  Februarj',  Lloyd  H. 

Haldeman,  Inovision  presi- 
dent, and  his  boss,  Herbert 
J.  Jones,  one  of  eight  eds 
group  vice-presidents,  were 
forced  to  resign.  In  addi- 
tion, nearly  half  of  Inovi- 
sion’s  staff  was  sent  pack- 
ing. Inovision  will  continue 
to  sell  electronics  products 
from  other  vendors 
through  a mail-order  cata- 
log, but  it  has  been  put  on 
3 much  shorter  corporate 
leash. 

In  fact,  Jones’  entire 
General  Systems  Group,  which  included 
the  company’s  other  new  ventures,  such 
business  systems,  was  disman- 
tlecL  I he  surviving  pieces  were  distrib- 
uted among  managers  with  stronger  ties 
to  EDS  s mainline  services  business  than 
Jones  had. 

This  shake-up  followed  a November 
^orpnization  spearheaded  by  Morton 
H.  Meyerson,  who  took  over  as  EDS  pres- 
ident only  last  July.  He  broke  up  the 
company  into  five  clearly  identifiable 
p'oups  to  get  “better  control  over  our 
business,”  Meyerson  says,  and  to  push 
responsibility  and  authority  to  a low 
level. 

Dilemma.  The  retrenchment  and  the 
rnanagement  changes  are  indicators  of 
we  dilemma  in  which  eds  finds  itself. 


the  company  must  now  begin  to  expand 
outside  Its  current  markets  to  keep 
growing  at  the  more  than  20%  rate  that 
It  has  for  the  past  four  years.  Yet  eds 
does  not  have  the  management  exper- 
ience to  make  it  happen,  because  the 
entire  team  has  grown  up  in  the  world  of 
computer  services.  The  departure  of 
Jones,  who  came  to  eds  from  ibm  three 
years  ago,  removes  the  one  relative  new- 
comer in  the  company’s  top  management 
ranks.  And  the  services  markets  are 
fight  years  removed  from  either  the  con- 
sumer electronics  market  or  the  end- 


i 

I 


Meyerson  of  EDS:  Retreating  from  the  consumer  electronics  market 


...  cuo  iinus  liseil. 

Despite  Its  current  healthy  growth  rate, 
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user  computer  business  that  EDS  is  now 
trying  to  enter. 

Apparently  also  worrying  Perot  is  the 
possibility  that  new  ventures  outside  the 
company’s  mainstream  business  could 
lead  EDS  into  another  debacle  such  as  the 
one  that  it  faced  with  Du  Pont  Walston 
m 1973.  EDS  sank  millions  of  dollars  into 
the  ailing  brokerage  house,  then  one  of 
Its  computer  services  customers,  and  its 
stock  spiraled  downward  from  $162  in 
1970  to  $10.50  in  1974. 

That  and  other  ventures  brought  reve- 
nue growth,  which  had  shot  up  rapidly 
through  the  1960s  and  early  1970s,  to  a 
caused  earnings  to  drop 
12%  between  1973  and  1976.  “We  took 
our  eyes  off  the  ball,”  acknowledges  Wil- 
liam K.  Gayden,  vice-president  of  the 
EDS  international  group.  “Now,”  he  says. 


we  are  reaching  out  for  new  markets 
again,  but  with  a much  more  disciplined 
approach.” 

raises  questions  about 
the  ability  of  eds  to  discipline  itself,  say 
industry  observers.  Haldeman,  who  was 
president  and  managing  director  of  the 
Dallas  Symphony  Orchestra  before  join- 
ing the  company,  had  dreams  of  turning 
, the  EDS  subsidiary  into  a producer  and 
distributor  of  short  programs  for  video 
cassette  recorders.  He  talked  of  plans  to 
acquire  the  rights  to  films  made  by  Walt 
Disney  and  others  that  could  be  redistri- 
buted by  Inovision.  Indeed,  during  his 
one-year  tenure,  eds  did  bankroll  two 
leatures. 

Observers  are  convinced, 
however,  that  Meyerson 
and  Perot  were  scared  off 
by  the  size  of  the  financial 
commitment  needed  to 
move  into  this  type  of  ven- 
ture in  a big  way.  Now 
they  have  all  but  aban- 
doned the  effort.  “It’s  a 
whole  different  world  than 
anything  they’re  used  to,” 
says  John  Gerdel,  a vice- 
president  at  Sanger  Har- 
ris, a Dallas  department 
store.  EDS  is  too  struc- 
tured and  infle.xible  an  or- 
pnization  to  operate  well 
in  this  environment.” 

The  company  is  also 
moving  more  cautiously 
than  expected  in  selling 
small  business  computer 
systems.  Last  June,  it 
started  in  this  direction  by 

n r<  Compusource 

Lorp.,  a California  microcomputer-sys- 
tems company.  In  November  eds 
created  excitement  on  Wall  Street  when 
it  announced  its  intentions  of  opening 
tour  retail  computer  centers  to  demon- 
strate the  $15,000-and-up  systems  and 
their  software. 

Soft-pedal.  Now  Meyerson  is  pouring 
cold  water  over  some  of  the  speculation 
that  EDS  rhetoric  has  fueled.  For  one 
thing,  he  says,  eds  will  spend  only  $3 
million  this  year  to  build  this  business, 
the  company  will  pitch  its  wares  to  busi- 
nessmen at  seminars  and  trade  shows 
Says  Meyerson:  “This  effort  is  new  and 
has  great  potential,  but  it  is  not  big  eith- 
er in  the  number  of  people  or  the  amount 
of  money  we  are  investing  in  it.” 

More  than  one  competitor  says  this 
attitude  toward  the  hotly  competitive 
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1973 
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1974 

1975 

1976 
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COMPANY  HIGHLIGHT 


ELECTRONIC  DATA  SYSTEMS  CORPORATION  H.  Ross  Perot,  Chairman 
7171  Forest  Lane  of  the  Board  and  Chief 

Dallas,  Texas  Executive  Officer 

(214)  661-6000 

Total  Company  and  Computer  Services  Sales 
as  of  FY  ending:  6/75:  $123,896,000 


NUMBER  OF  EMPLOYEES  engaged  in  computer  services:  3660 

KEY  PRODUCTS/SERVICES:  EDS  markets  facilities  management  services. 

The  firm  is  often  regarded  as  the  purest  and  leading  example  of 
FM  vendors.  The  firm  in  effect  becomes  its  customers  data 
processing  department  by  assuming  functions  of  designing,  installing 
and  operating  business  information  systems.  Fixed  term  contracts 
usually  range  in  length  from  five  to  ten  years.  At  the  end  of 
FY  1975  EDS  held  59  contracts  with  50  customers. 

To  obtain  an  FM  contract  EDS  usually  conducts  a preliminary 
study  of  the  prospective  customers  needs  for  data  processing 
services.  This  is  done  free  of  charge.  For  prospective  customers 
still  interested,  EDS  and  the  customer  next  conduct  a joint 
systems  study,  which  leads  to  the  development  of  a business  infor- 
mation system  for  the  customer.  This  is  conducted  at  the  customers 
expense.  The  next  stage  involves  preparing  and  executing  a 
"Systems  Contract",  whereby  EDS  assumes  total  responsibility  for 
the  customers  existing  data  processing  operation,  or  develops  a 
new  system  where  the  customer  has  no  existing  operation. 

Monthly  payments  are  usually  predetermined  and  based  upon  volume 
of  transactions  processed,  such  as  claims  policies. 

The  contracts  contain  clauses  for  early  termination  and  for  the 
customer  who  desires  to  perform  its  own  data  processing  services 
upon  expiration.  In  such  cases,  neither  EDS  nor  the  customer  is 
allowed  to  hire  employees  of  the  other  for  the  next  three  years. 

APPLICATIONS : Applications  are  developed  only  on  an  individualized 

basis  for  customers.  None  are  specified  as  part  of  the  product 
line  or  marketing  strategy. 

INDUSTRY  MARKETS:  The  majority  of  EDS  revenues  are  derived  from 

the  health  care  industry,  that  is  both  medical/hospital  and  insurance. 
Customers  also  include  banks  and  credit  unions  and  occasional  firms 
from  other  industries.  Users  include:  Blue  Shield  of  California, 

(and  several  other  Blue  Cross  and  Blue  Shield  organizations) , Fort 
Worth  National  Bank,  Connecticut  General,  CNA  Financial  Corporation, 
Prudential  Life  Insurance  Company  of  America,  National  Auto  Club  of 
San  Francisco,  Amfac  Merchandising  Corp.  and  American  President 
Lines . 
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Some  24%  of  business  is  contingent  upon  government  contracts  its 
customers  have  with  the  Federal  government,  however,  EDS  does  not 
have  contract  directly  with  the  Federal  government.  Special 
termination  clauses  are  normally  developed  for  these  customers. 

GEOGRAPHIC  MARKETS;  FM  contracts  are  distributed  throughout  the 
U.S.  and  Puerto  Rico. 

The  54  computers  in  operation  are  located  in  computer  facilities 
in  the  following  cities: 


Ann  Arbor , MI 

Indianapolis,  ID 

Atlanta,  GA 

Los  Angeles,  CA 

Avon , CT 

Madison,  WI 

Boston,  MA 

Miami , FL 

Burlington,  VT 

Minneapolis,  IN 

Camp  Hill,  PA 

New  York,  NY 

Cincinnati,  OH 

Portland,  OR 

Columbia,  SC 

Raleigh,  NC 

Columbus,  OH 

San  Francisco,  CA 

Dallas,  TX* 

San  Juan,  Puerto  Rico 

Frazer,  PA 

Seattle,  WA 

Grand  Rapids,  MI 

Texarkana , AR 

Green  Bay,  WI 

Whiteville,  ND 

*EDS  data  centers  contain  7 of  the  computers  in  operation. 

COMPUTER  HARDWARE  AND  SOFTWARE:  EDS  has  some  54  computers  in 

operation,  17  of  which  are  owned,  34  leased  and  3 furnished  by 
customers  for  which  no  rental  is  paid.  All  17  computers  owned 
by  EDS  are  IBM  360  systems,  except  for  one  Burroughs  System  and 
one  Honeywell  system.  Most  IBM  equipment  operates  under  DOS  and 
some  operates  under  OS. 

OVERALL  ASSESSMENT  AND  TRENDS:  H.  Ross  Perot  founded  EDS  in  1962, 

and  has  become  a legend  comparable  to  that  of  Thomas  Watson  Sr.  of 
IBM.  He  has  enforced  strict  personal  codes  for  employees,  and 
has  been  characterized  as  unconventional  and  one  with  controversial 
political  ties.  The  eagle  is  the  company's  symbol  because  "Eagles 
don't  flock,  you  have  to  find  them  one  at  a time."  In  addition, 
about  a year  ago,  a trustee  for  DuPont  Walston,  Inc.  filed  a lawsuit 
naming  EDS  as  one  of  the  parties.  The  suit  alleged  violations  of 
federal  and  state  statutes,  breach  of  fiduciary  duties  and  fraud 
action.  The  suit  arose  out  of  the  business  of  Walston  and  DuPont, 
Glore,  Forgan,  Inc.  Perot  had  purchased  major  interests  in  both 
firms.  The  complaint  sought  some  $90  million  in  damages.  Final 
outcome  is  still  pending.  Perot  currently  owns  about  61%  of  EDS 
stock. 
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As  shown  by  the  table  below,  EDS  has  been  profitable  for  several 
years.  In  1975  the  NYSE-listed  firm  paid  a semiannual  dividend 
of  $.20  per  share  and  a special  cash  dividend  of  $2.00  per  share. 
Management  also  announced  Intentions  to  begin  paying  dividends  on 
a quarterly  basis  . During  1975  the  stock  ranged  from  lOJg  to  29. 


EDS  Revenues  and  Incomes 


Revenues 

Net  Income 

Income  as  Percent 
of  Revenues 

1975 

123,896,000 

14,648,000 

11.8% 

1974 

118,734,000 

15,349,000 

12.9% 

1973 

111,882,000 

15,200,000 

13.6% 

1972 

90,955,000 

12,603,000 

13.9% 

1971 

75,226,000 

10,671,000 

14.2% 

The  firm's  national  health  care  business  is  undergoing  transition, 
as  national  health  legislation  becomes  more  imminent.  As  a result, 

EDS  has  sought  to  diversify.  Acquiring  and  forming  subsidiaries 
is  one  of  the  diversification  and  expansion  methods  used.  Subsid- 
iaries include  the  following,  all  100%  owned  by  EDS: 

• E.D.S.  Federal  Corporation 

• E.D.S.  Service  Corporation 

• E.D.S.  Management  Corporation 

• Universal  Data  Management  Corporation 

• E.D.S.  Corporation 

• E.D.S.  International  Corporation 

' • National  Information  Systems  Corporation 

• Organization  Resources  and  Systems  Advisors,  Inc. 

• Ominigraphix  Advertising,  Inc. 

• E.D.  Systems  Corporation 

• Virtual  Information  Services  Corporation 

• E.D.S.  Leasing  Corporation 

In  addition,  EDS  owns  51%  of  the  National  Information  Systems  Corpor- 
ation. 

While  EDS  is  not  the  glamor  growth  company  it  was  of  the  late  1960's, 
it  continues  to  remain  profitable,  and  has  made  many  of  its  officers 
and  employees  wealthy. 
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ELKE  CORPORATION  Robert  Nelson,  President 

P.O.  Box  41915  Private  Corporation 

Plymouth,  MN  55441  Total  Employees:  55  (3/92) 

(612)  559-9394  Total  Revenue,  Fiscal  Year  End 


3/31/92:  $5,000,000 

The  Company 

Elke  Corporation,  founded  in  1978,  provides  application  software 
products  and  associated  professional  services  for  equipment 
maintenance  management  to  hospitals,  and  manufacturing, 
construction,  transportation,  and  other  companies  whose  operations 
are  dependent  on  specialized  equipment. 

Fiscal  1992  revenue  reached  $5  million,  a 25%  increase  over 
estimated  fiscal  1991  revenue  of  $4  million. 

Key  Products  and 
Services 

Approximately  85%  of  Elke's  revenue  is  derived  from  its  equipment 
maintenance  management  application  software.  The  remaining 
15%  is  derived  from  associated  support  and  professional  services. 

MAIN/TRACKER  is  Elke's  12th  generation  maintenance 
management  product.  To  date,  over  2,000  systems  have  been 
installed  in  25  industries  worldwide,  supporting  over  50,000  people 
maintaining  more  than  one  million  machines. 

• MAIN/TRACKER  modules  are  available  for  IBM  AS/400, 
System/38,  and  System/36  computers. 

■ MAIN/TRACKER  systems  range  in  price  from  $10,000  to 
$88,000  depending  on  the  modules  selected  and  hardware 
supported. 

• MAIN/TRACKER  modules  include: 

- The  Base  System  provides  equipment  specification  and 
tracking,  preventive/corrective  maintenance  tracking, 
component  repair  history  and  cost  tracking,  and  equipment 
cost  tracking. 

C 

- The  Advanced  System  combines  the  Base  System  with  Elke's 
Work  Order  Scheduling  and  Control  System.  The  Work 
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Order  Scheduling  and  Control  System  provides  work  order 
scheduling  for  maintenance  staff  and  monitors  work-in- 
progress  status  and  costs. 

- The  Parts  Inventory  and  Purchasing  System,  monitors 
purchasing,  tracks  repair  parts  inventory,  and  supports  bill  of 
materials  functions. 

- TIRE/TRACKER  provides  tire  inventory  controls  (new- 
recap-scrap),  tire  performance  information,  and  comparative 
analyses  by  manufacturer,  size,  ply,  tread,  application  position, 
and  operating  conditions. 

- Automated  Data  Entry  (ADE)  uses  advances  in  bar  code 
technology,  permitting  the  user  to  enter  data  and  commands 
directly  into  Elke  MAIN/TRACKER  systems  using  light  pens 
or  wands  and  handheld  laser  scanners.  With  ADE,  users  can 
enter  parts  and  work  order  information  using  bar  codes,  which 
is  considerably  faster  and  much  more  accurate. 

• Elke  software  is  available  in  English,  Dutch,  French,  German, 
Portuguese,  and  Spanish.  Versions  are  currently  available  for 
IBM  System  36  and  AS/400  systems. 

• Elke  also  provides  documentation,  source  code,  software  support 
(including  hotline  services),  training  for  its  products,  consulting, 
custom  programming,  and  equipment  research  services. 

Professional  services  provided  by  Elke  include  consulting, 
maintenance  requirements  research,  custom  software  development 
for  companies  with  specific  maintenance  requirements. 


Elke  has  clients  in  textiles,  medical,  agriculture,  education, 
pulp/paper,  construction,  utilities,  pharmaceuticals,  food 
processing,  airline/aerospace,  commercial  real  estate,  machinery 
manufacturing,  leather,  mining,  chemicals,  petroleum,  steel/metals, 
transportation,  rubber/plastics,  lumber/forestry,  stones/clay/glass, 
electrical/electronics,  and  automotive  manufacturing. 

Elke  clients  range  from  small  to  large  companies. 
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Approximately  90%  of  Elke's  revenue  is  derived  from  the  U.S.  and 
10%  from  various  international  sources,  including  Australia, 
Canada,  Mexico,  Ireland,  Elirope,  the  Bahamas,  Jamaica,  New 
Zealand,  South  Africa,  New  Guinea,  Malaysia,  Latin  and  South 
America,  India,  and  China. 

Elke  conducts  direct  sales  in  the  U.S.  from  its  headquarters  and  has 
sales  representatives  in  Miami. 

Outside  of  the  U.S.  Elke's  products  are  sold  by  distributors  and 
agents.  Elke  currently  has  22  distributors  internationally. 


Elke  has  IBM  computers  installed  at  its  headquarters  for  research 
and  development  and  customer  support. 
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COMPANY  PROFILE 


ELKE  CORPORATION  Robert  Nelson,  President 

P. 0.00x41915  Private  Corporation 

Plymouth,  MN  55441  Total  Employees:  48(5/91) 

(612)  559-9394  Total  Revenue,  Fiscal  Year  End 


3/31/91:  $4,000,000 

The  Company 

Hike  Corporation,  founded  in  1978,  provides  application  software 
products  and  associated  professional  services  for  equipment 
maintenance  management  to  hospitals,  and  manufacturing, 
construction,  transportation,  and  other  companies  whose 
operations  are  dependent  on  specialized  equipment. 

Key  Products  and 
Services 

Approximately  85%  of  Hike's  revenue  is  derived  from  its 
equipment  maintenance  management  application  software.  The 
remaining  15%  is  derived  from  associated  support  and 
professional  services. 

MAIN/TRACKER  is  Hike's  10th  generation  maintenance 
management  product.  To  date,  over  1,800  systems  have  been 
installed  in  25  industries  worldwide,  supporting  over  40,000  people 
maintaining  more  than  900,000  machines. 

• MAIN/TRACKER  modules  are  available  for  IBM  AS/400, 
System/38,  and  System/36  computers,  and  IBM  PS/2,  PC/AT, 
PC/XT,  and  compatible  microcomputers. 

• MAIN/TRACKER  systems  range  in  price  from  $15,000  to 
$70,000  depending  on  the  modules  selected  and  hardware 
supported. 

• MAIN/TRACKER  modules  include: 

- The  Base  System  provides  equipment  specification  and 
tracking,  preventive/corrective  maintenance  tracking, 
component  repair  history  and  cost  tracking,  and  equipment 
cost  tracking. 

- The  Advanced  System  combines  the  Base  System  with  Hike's 
Work  Order  Scheduling  and  Control  System.  The  Work 
Order  Scheduling  and  Control  System  provides  work  order 
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scheduling  for  maintenance  staff  and  monitors  work-in- 
progress  status  and  costs. 

- The  Parts  Inventory  and  Purchasing  System,  monitors 
purchasing,  tracks  repair  parts  inventory,  and  supports  bill  of 
materials  functions. 

- TIRE/TRACKER  provides  tire  inventory  controls  (new- 
recap-scrap),  tire  performance  information,  and  comparative 
analyses  by  manufacturer,  size,  ply,  tread,  application 
position,  and  operating  conditions. 

- Automated  Data  Entry  (ADE)  uses  advances  in  bar  code 
technology,  permitting  the  user  to  enter  data  and  commands 
directly  into  Elke  MAIN /TRACKER  systems  using  light 
pens  or  wands  and  handheld  laser  scanners.  With  ADE, 
users  can  enter  parts  and  work  order  information  using  bar 
codes,  which  is  considerably  faster  and  much  more  accurate. 

• Elke  software  is  available  in  English,  Dutch,  French,  German, 
Portuguese,  and  Spanish.  Versions  are  currently  available  for 
IBM  System  36  and  AS/400  systems. 

• Elke  also  provides  documentation,  source  code,  software 
support  (including  hotline  services),  training  for  its  products, 
consulting,  custom  programming,  and  equipment  research 
services. 

Professional  services  provided  by  Elke  include  consulting, 
maintenance  requirements  research,  custom  software 
development  for  companies  with  specific  maintenance 
requirements. 


Industry  Markets  Elke  has  clients  in  textiles,  medical,  agriculture,  education, 

pulp/paper,  construction,  utilities,  pharmaceuticals,  food 
processing,  airline/aerospace,  commercial  real  estate,  machinery 
manufacturing,  leather,  mining,  chemicals,  petroleum, 
steel/metals,  transportation,  rubber/plastics,  lumber/forestry, 
stones/clay/glass,  electrical/electronics,  and  automotive 
manufacturing. 

Elke  clients  range  from  small  to  large  companies. 
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Approximately  90%  of  Hike's  revenue  is  derived  from  the  U.S.  and 
10%  from  various  international  sources,  including  Australia, 
Canada,  Mexico,  Ireland,  Europe,  the  Bahamas,  Jamaica,  New 
Zealand,  South  Africa,  New  Guinea,  Malaysia,  Latin  and  South 
America,  and  China. 

Hike  conducts  direct  sales  in  the  U.S.  from  its  headquarters  and 
has  sales  representatives  in  Miami. 

Outside  of  the  U.S.  Hike's  products  are  sold  by  distributors  and 
agents. 


Hike  has  IBM  computers  installed  at  its  headquarters  for  research 
and  development  and  customer  support. 
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COMPANY  PROFILE 


ELKE  CORPORATION  Robert  Nelson,  President 

P .0.  Box  41915  Private  Corporation 

Plymouth,  MN  55441  Total  Employees:  50  (5/89) 

(612)  559-9394  Total  Revenue,  Fiscal  Year  End 


3/31/89:  $4,000,000 

The  Company 

Elke  Corporation,  founded  in  1978,  provides  application  software 
products  and  associated  professional  services  for  equipment 
maintenance  management  to  hospitals  and  manufacturing, 
construction,  transportation,  and  other  companies  whose 
operations  are  dependent  on  specialized  equipment. 

Elke's  fiscal  1989  revenue  reached  $4  million.  The  company  has 
operated  profitably  for  the  past  11  years. 

Since  its  inception,  Elke  has  invested  over  $2.5  million  in  the 
development  of  its  maintenance  management  software  products. 

Key  Products  and 
Services 

Approximately  85%  of  Elke's  revenue  is  derived  from  its 
equipment  maintenance  management  application  software.  The 
remaining  15%  is  derived  from  associated  support  and 
professional  services. 

MAIN/TRACKER  is  Elke's  9th  generation  maintenance 
management  product.  To  date,  over  1,500  systems  have  been 
installed  in  25  industries  worldwide,  supporting  over  25,000  people 
maintaining  more  than  800,000  machines. 

• MAIN/TRACKER  modules  are  available  for  IBM  AS/400, 
System  38,  and  System  36  computers,  and  IBM  PS/2,  PC/AT, 
PC/XT,  and  compatible  microcomputers. 

• MAIN/TRACKER  systems  range  in  price  from  $5,000  to 
$65,000  depending  on  the  modules  selected  and  hardware 
supported. 

• MAIN/TRACKER  modules  include: 

- The  Base  System  provides  equipment  specification  and 
tracking,  preventive/corrective  maintenance  tracking. 
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component  repair  history  and  cost  tracking,  and  equipment 
cost  tracking. 

- The  Advanced  System  combines  the  Base  System  with  Hike's 
Work  Order  Scheduling  and  Control  System.  The  Work 
Order  Scheduling  and  Control  System  provides  work  order 
scheduling  for  maintenance  staff  and  monitors  work-in- 
progress  status  and  costs. 

- The  Parts  Inventory  and  Purchasing  System,  monitors 
purchasing,  tracks  repair  parts  inventory,  and  supports  bill  of 
materials  functions. 

- TIRE/TRACKER  provides  tire  inventory  controls  (new- 
recap-scrap),  tire  performance  information,  and  comparative 
analyses  by  manufacturer,  size,  ply,  tread,  application 
position,  and  operating  conditions. 

• Hike  software  is  available  in  three  languages-English, 

European  (Dutch),  and  Spanish.  The  European  and  Spanish 
versions  are  currently  available  in  IBM  System  36s  and  later 
this  year  will  also  be  available  on  the  IBM  AS/400. 

• Hike  also  provides  documentation,  source  code,  software 
support  (including  hotline  services),  and  training  for  its 
products. 

Professional  services  provided  by  Hike  include  consulting, 
maintenance  requirements  research,  custom  software 
development  for  companies  with  specific  maintenance 
requirements. 


Industry  Markets  Hike  has  clients  in  textiles,  medical,  agriculture,  education, 

pulp/paper,  construction,  utilities,  pharmaceuticals,  food 
processing,  airline/aerospace,  commercial  real  estate,  machinery 
manufacturing,  leather,  mining,  chemicals,  petroleum, 
steel/metals,  transportation,  rubber/plastics,  lumber/forestry, 
stones/clay/glass,  electrical/electronics,  and  automotive 
manufacturing. 

Hike  clients  range  from  small  to  large  companies. 
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Approximately  90%  of  Hike's  revenue  is  derived  from  the  U.S.  and 
10%  from  various  international  sources,  including  Australia, 
Canada,  Mexico,  Ireland,  Europe,  Bahamas,  Jamaica,  New 
Zealand,  South  Africa,  New  Guinea,  Malaysia,  Latin  and  South 
America,  and  China. 

Hike  conducts  direct  sales  in  the  U.S.  from  its  headquarters  and 
has  sales  representatives  in  Denver,  Miami,  and  Oklahoma. 

Outside  of  the  U.S.  Hike's  products  are  sold  by  distributors  and 
agents. 


Hike  has  IBM  computers  installed  at  its  headquarters  for  research 
and  development  and  customer  support. 
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Cross  Industry;  Other 


Elke  Corporation 
P.O.  Box  41915 
Plymouth,  MN  55441 
(612)  559-9394 

CEO:  Robert  Nelson,  President 
Private  Company 
Founded:  1978 

Employees;  30  (11/86) 

Revenue  (FYE  3/31 /86):  $2,000,000* 


The  Company;  Elke  Corporation  provides  application  software  for  equipment 
maintenance  management  to  hospitals  and  manufacturing,  construc- 
tion, transportation,  and  other  companies  whose  operations  are 
dependent  on  specialized  equipment 

Sources  of  Revenue: 

Application  Software  (85%) 

- Professional  Services  (15%) 

Key  Products  and  Services: 

Application  Software  (Utilizes  IBM  System/34,36,  and  38  computers,  as  well  as 
the  IBM  PC/XT  and  AT) 

• The  Base  System  provides  equipment  specification  and  tracking,  preventive 
predictive  maintenance  tracking,  component  repair  history  and  cost  tracking, 
and  equipment  cost  tracking 

• The  Work  Order  Scheduling  and  Control  System  provides  work  order 
scheduling  for  maintenance  staff 

• The  Repair  Parts  Inventory  and  Purchasing  System 

Professional  Services 

• Elke  Corporation  provides  custom  software  development  for  companies  with 
specific  maintenance  management  requirements 

Target  IrKlustries: 

Manufacturing 

- Transportation 
Utilities 
Medical 

Municipal  government 
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Geographic  Markets: 

- U.S.  (90%) 

- Non-U.S.  (10%),  includes  Australia,  Canada,  Mexico,  Ireland,  Bahamas,  New 
Zealand,  South  Africa,  New  Guinea,  and  Malaysia 

- Direct  sales  within  U.S.  from  headquarters,  with  one  sales  representative  in 
Denver  (CO);  distributors  and  agents  sell  outside  the  U.S. 
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FINANCIAL  UPDATE  TO  PROFILE  DATED  AUGUST  1984 


ENDATA,  INC.  Douglas  C.  Altenbern,  Chairman, 

50  Vantage  Way  President,  and  CEO 

Nashville,  TN  37228  Public  Corporation,  OTC 

(615)  244-0244  Total  Employees:  517 

Total  Revenue,  Fiscal  Year  End 
12/31/84:  $51,672,000 


ENDATA,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


^ — -^-...^^FISCAL  YEAR 
ITEM 

1984 

1983 

1982 

1981 

1980 

Revenue 

$51,672 

$36,423 

$31,941 

$ 29,452 

$25,972 

. Percent  increase 

from  previous  year 

42% 

14% 

8% 

13% 

49% 

Income  before  faxes 

$ 3,001 

$ 4,044 

$ 2,727 

$ 2,483 

$ 2,542 

. Percent  increase 

(decrease)  from 

previous  year 

(26%) 

48% 

10% 

(2%) 

- 

Nef  income 

$ 1,834 

$ 2,276 

$ 1,638 

$ 735 

$ 1,018 

. Percent  increase 

(decrease)  from 

previous  year 

(19%) 

39% 

123% 

(28%) 

39% 

Earnings  per  share  (a) 

$ 0.43 

$ 0.60 

_ 

_ 

. Percent  increase 

(decrease)  from 

previous  year 

(28%) 

- 

- 

- 

- 

(a)  Historical  earnings  per  share  prior  to  1 983  are  not  presented  because  Endata 
operated  as  a wholly  owned  subsidiary  of  another  company  (NLT). 


• Endata  management  attributes  income  declines  to  increased  selling,  general, 
and  administrative  costs,  and  to  a decline  in  gross  margins  on  equipment  sales. 

The  earnings  decline  occurred  entirely  in  the  Information  Systems  and 
Products  Unit  whose  expenses  grew  faster  than  revenue.  This  unit's  on- 
line processing  revenue  declined  and  turnkey  system  sales  increased. 
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This  unit's  increased  expenses  were  attributed  to  management's 
decision  to  convert  all  turnkey  systems  to  IBM  hardware.  As  a result, 
additional  expenses  were  incurred  relating  to  inventory  build-up  and 
the  development  of  IBM  versions  of  software  products.  Also,  increased 
sales  and  related  efforts  for  some  of  this  unit's  operations  did  not 
realize  projected  sales  levels. 

• In  February  1985  Endata  acquired  dataFlLM  Corporation  for  $2,250,000  in 
cash  and  a two-year  promissory  note  of  $1,100,000.  The  Milwaukee  (Wl) 
company  provides  computer  output  micrographic  services,  micro-publishing, 
and  laser  printing.  The  company  also  provides  computer  aided  design/com- 
puter output  micrographics  (CAD/COM)  to  users  of  CAD  systems.  The 
company  was  merged  into  Endata's  Data  Imagery  Division. 

• Revenue  for  the  six  months  ended  June  30,  1985  was  $25.4  million,  a 6% 
increase  over  revenue  of  $24  million  for  the  same  six-month  period  the 
previous  year.  Net  income  decreased  197%  from  $1,185,000  for  the  period  in 
1984  to  a loss  of  $1,155,000  for  the  comparable  period  in  1985.  Losses  are 
attributed  to  continuing  declines  in  on-line  services  and  gross  margins  on 
equipment  sales. 

SOURCE  OF  REVENUE 

• Seventy-one  percent  of  Endata's  1984  revenue  was  derived  from  processing 
services  (34%  from  computer  output  micrographics  (COM)  services  and 
supplies  and  37%  from  on-line  and  distributed  processing)  and  29%  from 
turnkey  systems. 

• Endata  is  organized  into  two  operating  units—the  Information  Systems  and 
Products  Unit  that  provides  processing  services  and  turnkey  systems  primarily 
to  wholesale  beverage  distributors  and  wholesale  industrial  goods  distributors, 
and  the  Data  Imagery  Services  and  Products  Unit  that  provides  COM  services 
from  23  U.S.  locations. 
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COMPANY  HIGHLIGHT 


ENDATA,  INC. 

50  Vantage  Way 
Nashville,  TN  37228 
(615) 244-0244 


Douglas  C.  Altenbern,  Chairman, 
President,  and  CEO 
Public  Corporation,  OTC 
Total  Employees;  470 
Total  Revenue,  Fiscal  Year  End 
12/31/83:  $36,423,000 


THE  COMPANY 

• Endata,  Inc.  provides  processing  services  and  turnkey  systems  to  wholesale 
distributors  in  the  hardgoods  and  the  beverage  industries,  to  the  legal  profes- 
sion, and  to  fund  raising  organizations.  Processing  and  professional  services 
are  provided  to  the  general  business  market  in  Tennessee.  Computer  output 
micrographics  (data  imagery)  services,  hardware,  and  supplies  are  also  pro- 
vided nationwide. 

• Endata  formerly  operated  as  NLT  Computer  Services  Corporation  (NLTCS),  a 
wholly  owned  subsidiary  of  NLT  Corporation  (now  a subsidiary  of  American 
General  Corporation  since  its  acquisition  in  November  1982). 

The  company  was  acquired  in  January  1983  from  NLT  by  a corporation 
formed  by  NLTCS  management  solely  for  the  purpose  of  acquiring 
NLTCS.  The  purchase  price  amounted  to  $17  million  plus  $3  million 
contingent  on  the  completion  of  a public  stock  offering  or  other  condi- 
tions. 

In  March  1983  the  purchasing  corporation  was  merged  into  NLTCS  and 
the  company  name  was  changed  to  Endata,  Inc. 

• In  June  1983  Endata  made  an  initial  public  offering  of  880,000  shares  of 
common  stock.  Net  proceeds  to  the  company  of  approximately  $10.2  million 
were  used  to  repay  bank  debt,  for  general  corporate  expansion  (including 
acquisitions  and  product  development),  for  general  corporate  purposes,  and  to 
pay  the  $3  million  contingency  to  American  General. 

• Endata's  1983  revenue  was  $36.4  million,  a 14%  increase  over  1982  revenue  of 
$31.9  million.  Net  income  rose  39%,  from  $1.6  million  in  1982  to  $2.3  million 
in  1983.  A five-year  financial  summary  follows; 
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ENDATA,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


(a)  Historical  earnings  per  share  prior  to  1983  are  not  presented  because  Endata 
operated  as  a wholly  owned  subsidiary  of  another  company  (NLT). 


• Endata  management  attributes  increases  in  revenue  and  net  income  to  in- 
creased sales  activity  and  cost  control  procedures. 

• Research  and  development  expenditures  were  approximately  $2.8  million  (8% 
of  revenue)  in  1983,  $1.7  million  (5%  of  revenue)  in  1982,  and  $1.4  million  (5% 
of  revenue) in  1981. 

• Recent  acquisitions  made  by  Endata  include  the  following: 

On  August  31,  1983.  the  company  purchased  Tudor  Systems,  Inc.  of 
Charlotte  (NC)  for  $1,487,000  in  cash  and  40,000  shares  of  common 
stock,  with  contingency  payments  (not  to  exceed  an  additional  $1.5 
million)  based  on  the  attainment  of  future  performance  levels. 

. Tudor  Systems  provides  IBM-based  turnkey  systems  to  the 
wholesale  beverage  distributor  market.  It  had  approximately  35 
employees  at  the  time  of  the  acquisition  and  1982  revenue  of 
approximately  $2  million. 

. The  acquisition  was  accounted  for  as  a purchase  of  assets. 
Therefore,  Endata's  1983  financial  statements  include  the 
results  of  Tudor  Systems'  operations  from  the  date  of  acquisition 
only. 
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. The  operations  of  Tudor  Systems  hove  been  merged  with 
Endata's  Beverage  Group. 

Effective  September  I,  1983,  Endata  acquired  the  assets  of  the  Micro- 
graphics Division  of  Computeristics,  Inc.  of  Hamden  (CT)  for  $825,000 
in  cash. 

. The  acquisition  consisted  of  three  computer  output  microfilm 
service  offices  in  Danbury,  Stamford,  and  Hartford  (CT),  pro- 
viding for  the  expansion  of  Endata  data  imagery  services  into 
the  New  England  market. 

. The  Micrographics  Division  of  Computeristics  had  approximately 
25  employees  at  the  time  of  the  acquisition  and  1982  revenue  of 
about  $1  million. 

. The  acquisition  was  accounted  for  as  a purchase  of  assets. 
Therefore,  Endata's  1983  financial  statements  include  the 
results  of  the  Micrographics  Division's  operations  from  the  date 
of  the  acquisition,  contributing  an  estimated  $350,000  to 
Endata's  1983  revenue. 

. The  operations  of  the  acquisition  have  been  merged  with 
Endata's  Data  Imagery  Group. 

On  January  9,  1984,  Endata  purchased  proprietary  software  rights 
related  to  the  wholesale  hardgoods  distributor  market  from  the 
Elconics  Group  of  Wilmington  (DE)  for  a royalty  fee  not  to  exceed  the 
greater  of  $1,250,000  or  the  total  royalty  payments  for  a five-year 
period. 

On  February  9,  1984,  Endata  purchased  the  stock  of  Estimating 
Systems,  Inc.  (E$l)  of  Cottage  Grove  (OR)  for  approximately  $400,000 
in  cash  and  contingent  payments  based  on  6.5%  of  gross  profit  on  sales 
for  three  years  and  3%  of  gross  profit  on  sales  for  an  additional  two- 
year  period  (estimated  to  total  $1  million). 

. ESI  provides  microcomputer-based  turnkey  systems  for  labor  and 
material  estimating  and  job  costing  to  over  120  contractors 
nationwide. 

. ESI  had  approximately  10  employees  at  the  time  of  the  acquisi- 
tion and  1983  revenue  of  approximately  $1  million. 

. Endata  intends  to  relocate  ESI's  operations  to  Nashville  where  it 
will  continue  to  market  its  products  through  the  Industrial  and 
Construction  Group. 

On  February  9,  1984,  Endata  purchased  the  assets  and  business  opera- 
tions of  Graham-Hume  and  Associates'  Computer  Learning  Center  in 
Nashville.  Terms  of  the  acquisition  were  not  disclosed. 
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. The  Computer  Learning  Center's  operations  were  moved  to  and 
combined  with  Endata's  Nashville  Business  Products  Center. 

. Endata's  new  Business  Products  and  Learning  Center  offers 
customer  education  programs  and  store-front  sale  of  microcom- 
puters and  personal  computers. 

On  March  16,  1984,  Endata  purchased  the  assets  and  business  operation 
of  the  Fairfield  (CT)  computer  output  microfilm  services  office  of 
Zytron  Corporation  for  $343,000.  The  acquisition  further  expands 
Endata's  data  imagery  services  in  the  New  England  market. 

• Revenue  for  the  six  months  ending  June  30,  1984,  was  $24  million,  a 47% 
increase  over  $16.3  million  for  the  same  period  in  1983.  Net  income  for  the 
period  was  $1.2  million  as  compared  to  $1  million  in  1983. 

• Endata's  current  organizational  structure  consists  of  the  following  five  oper- 
ating groups: 

The  Beverage  Group  provides  on-line  processing  services  and  turnkey 
systems  to  wholesale  distributors  of  wine,  beer,  liquor,  and  soft  drinks. 

The  Data  Imagery  Group  provides  computer  output  micrographics  and 
laser  printing  services. 

The  Industrial  and  Construction  Group  provides  on-line  processing 
services  and  turnkey  systems  to  industrial  hardgoods  wholesale  dis- 
tributors. As  a result  of  the  ESI  acquisition,  the  group  now  also 
markets  turnkey  systems  to  contractors. 

The  Marketing  Services  Group  provides  consulting  and  computer-based 
marketing  services  to  direct  mail  fund-raising  organizations. 

The  General  Services  Group  provides  general  processing  services  and 
professional  services  primarily  to  users  in  Tennessee.  The  group  also 
provides  processing  and  turnkey  systems  to  attorneys. 

• As  of  December  31,  1983,  Endata  had  470  employees.  The  company  currently 
has  approximately  510  employees. 

• Endata's  competitors  by  market  area  include  the  following: 

Beverage:  Competitors  include  Display  Data  Corporation,  VIP  Systems 
Corporation,  and  Data  Consultants. 

Data  imagery:  Endata  competes  with  various  companies  on  a regional 
basis,  including  Anacom  and  various  local  competitors  in  its  21  branch 
offices. 
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Industrial  hardgoods  and  construction:  Competitors  include  Triad 

Systems,  DIMIS,  Informatics,  Distronics,  and  Ultimate. 

Marketing  services;  Endata  competes  with  Epsilon,  APRS,  MSP,  and 
Smith  & Hemming. 

General  business;  Competitors  include  local  service  organizations  and 
local  retailers  in  the  middle  Tennessee  market. 

Legal  services:  Endata  competes  with  Inslaw,  Inc.,  Informatics,  and 

Barrister  Information  Systems  Corporation. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  47%  of  Endata's  1983  revenue  was  derived  from  on-line  and 
distributed  processing,  33%  from  data  imagery  (computer  output  micro- 
graphics) services  and  supplies,  and  20%  from  turnkey  systems. 

• The  Data  Imagery  Group  provides  data  imagery  (computer  output  micro- 
graphics) services  to  over  1,500  users  of  computers  in  business,  industry, 
finance,  and  government.  During  1983  the  division  also  began  offering  laser 
printing  services. 

These  services  accounted  for  33%  ($12  million),  49%  ($10.6  million), 
and  42%  ($8.7  million)  of  Endata's  1983,  1982,  and  1981  total  revenue, 
respectively.  Endata  management  states  it  is  currently  the  fourth 
largest  provider  of  these  services  in  the  U.S. 

Services  are  offered  from  21  cities  in  four  regional  markets;  Upper 
Midwest,  Northeast,  New  England,  and  South  Central.  There  are 
branches  in  Dallas  and  San  Bernardino. 

The  division  also  sells  equipment,  such  as  micrographic  readers  and 
supplies  associated  with  its  data  imagery  services. 

In  November  1983  Endata  signed  a three-year  service  agreement  valued 
at  approximately  $3  million  with  South  Central  Bell  to  provide  imagery 
services  for  a five-state  area. 

Endata  uses  Xerox  9700  and  Sperry  777  Electronic  Laser  Driven  Page 
Printer  systems  for  its  laser  page  printing  services. 

• The  Beverage  Group  provides  on-line  processing  services  and  turnkey  systems 
to  wine,  beer,  liquor,  and  soft  drink  distributors. 

Processing  services  are  provided  to  over  200  wholesale  distributors. 
Applications  available  are  shown  in  the  exhibit. 

Turnkey  system  offerings  include  the  following; 
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. A Distribution  Manager  System  for  the  beverage  industry, 
introduced  in  1983,  is  based  on  the  IBM  System  36  minicom- 
puter. 

Applications  available  include  those  offered  on  Endata's 
on-line  network. 

Total  system  prices  range  from  $50,000  to  $100,000. 
There  are  currently  over  200  systems  installed. 

. Turnkey  systems  are  also  available  using  DEC  minicomputers. 

. In  December  1983  Endata  introduced  The  Competitor,  a turnkey 
system  for  sales  monitoring. 

The  product  was  acquired  with  the  purchase  of  Tudor 
Systems  earlier  in  1983. 

System  components  include  an  IBM  PC,  a MSI/85  hand- 
held computer,  and  a data  wand  to  read  the  Universal 
Product  Code  on  the  beverage  products  being  monitored. 

The  Competitor  monitors  retail  shelf  space,  sales,  and 
distribution  and  can  generate  reports  and  graphic 
displays. 

The  system  is  priced  at  $9,995. 

• The  Industrial  and  Construction  Group  provides  processing  services  and 
turnkey  systems  nationwide  to  industrial  wholesale  distributors  (primarily 
electrical).  With  the  acquisition  of  ESI,  the  group  now  also  markets  turnkey 
systems  to  the  construction  industry. 

The  on-line  nework  service  currently  serves  over  400  locations,  sup- 
porting 1,200  terminals.  Applications  available  are  listed  in  the 
exhibit. 

In  addition  to  standard  software  applications,  the  system  also  allows 
automatic  order  entry  directly  to  manufacturers. 

. Because  of  the  shared  data  base,  users  of  the  system  can  partic- 
ipate in  an  excess  inventory  pool  and  message  switching  capabil- 
ities to  communicate  with  their  own  branch  locations  and  with 
other  distributors. 

Endata  also  markets  an  IBM  System  36-based  Distribution  Manager 
turnkey  system  for  industrial  distributors. 

. Applications  are  similar  to  those  offered  as  an  on-line  proces- 
sing service. 
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EXHIBIT 

ENDATA,  INC.  NETWORK  PROFILE 


APPLICATION  AREA/PRODUCT  NAME 


• OPERATING  ENVIRONMENT 

- BURROUGHS  4800,  MCP 

- IBM  4341,  MVS 

- IBM  370/135,  DOS 

- UNIVAC  418/3,  MCP 

• PROGRAMMING  LANGUAGES  SUPPORTED 

- COBOL 

- RPG 

- BASIC 

• DATA  MANAGEMENT  SOFTWARE 

- IDMS  (IBM) 

• DATA  IMAGERY 

- COMPUTER  OUTPUT  MICROGRAPHICS 

- LASER  PRINTING 


APPLICATION  AREA/PRODUCT  NAME 


• BEVERAGE/INDUSTRIAL  HARDGOODS 

- ACCOUNTS  PAYABLE 

- ACCOUNTS  RECEIVABLE 

- BILLING 

- GENERAL  LEDGER 

- PAYROLL 

- MATRIX  PRICING 

- FILE  MANAGEMENT 

- ORDER  ENTRY 

- INVENTORY  CONTROL  AND  MANAGEMENT 

- OPEN  ORDER  SYSTEM 

- SYSTEM  SELLING 

- BASIC  SALES  REPORTING 

- ADVANCED  SALES  REPORTING 

- DATA  FILE  REPORT  GENERATOR 

• DIRECT  MAIL 

- DONOR 

- DATA  BASE  SUPPORT 

- COMPUTERIZED  LETTERS 
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. The  system  ranges  in  price  from  $50,000  to  $100,000.  Installa- 
tions began  in  July  1984. 

Endata  now  markets  ESI- 1 000,  a microcomputer-based  turnkey  system 
for  labor  and  material  estimating  and  job  costing  for  use  by  con- 
tractors. 

. The  system  runs  on  Apple  II  microcomputers  and  is  priced  at 
$6,995.  Over  1 20  systems  are  installed. 

. In  August  1984  the  system  will  also  be  available  on  the  IBM 
PC/XT  and  will  be  priced  at  $6,995. 

• The  General  Business  Group  provides  processing  and  professional  services  to 
over  150  clients  in  the  Tennessee  area.  Processing  services  and  turnkey 
systems  are  also  marketed  to  attorneys. 

The  division  also  provides  contract  programming  services,  and  designs 
and  implements  custom  systems  for  clients  across  industry  sectors  that 
use  other  Endata  services. 

Endata's  Business  Products  and  Learning  Center  in  Nashville  offers 
retail  sales  of  microcomputers  and  personal  computers  and  training 
programs  for  computer  users. 

Under  the  name  JURIS,  Endata  markets  and  supports  specialized  batch 
accounting  and  management  processing  services  and  turnkey  systems 
for  attorneys. 

. In  1982  Endata  introduced  a Tl  minicomputer-based  turnkey 
system  targeted  to  medium-to-large  law  firms  with  25  to  100 
attorneys. 

Applications  available  on  the  system  include  back  office 
billing  and  accounting. 

The  system  price  starts  at  $50,000. 

. In  April  1984  Endata  introduced  the  JURIS-PC  microcomputer- 
based  turnkey  system  designed  for  the  two-  to  ten-attorney  law 
firm. 


The  software  runs  on  the  IBM  XT  or  Texas  Instruments 
Professional  Computer. 

Applications  available  include  back  office  billing  and 
accounting. 

Turnkey  system  prices  range  from  $10,000  to  $15,000  for 
either  the  IBM  version  or  Tl  version.  The  price  includes 
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training  at  Endata's  national  training  center  in  Nashville 
and  toll-free  "hot-line"  telephone  support. 

JURIS-PC  software  is  also  available  separately. 

• The  Marketing  Services  Group  provides  computer-based  marketing  services  to 
direct-mail  fund  raisers. 

Clients  include  nonprofit  hospitals,  national  healthcare  organizations, 
religious  organizations,  and  charitable  institutions. 

DONOR  (Donor-Oriented  Nonprofit  Organization  Recordkeeping 
System)  is  Endata's  on-line  processing  service  for  storing  and  main- 
taining donor  information,  segmenting  donor  lists,  and  generating 
reports. 

DOC  (Development  Office  Computer)  is  a distributed  system  consisting 
of  a Tl  minicomputer  and  a letter-quality  printer  that  is  installed  at 
the  client  site  and  can  interface  with  the  DONOR  system  at  Endata's 
data  center. 

. DOC  permits  on-site  data  entry,  batch  balancing,  financial 
management  and  reporting,  and  donor  fulfillment  reporting. 

. DOC  also  contains  options  for  word  processing  software. 

Endata  also  provides  consulting  services  for  the  design  of  mail  mar- 
keting programs. 

INDUSTRY  MARKETS 

• Endata's  1983  revenue  was  derived  from  a variety  of  industries— including 
wholesale  distributors  of  industrial  hardgoods  and  beverages,  nonprofit  fund 
raisers,  attorneys,  and  various  users  of  Endata  data  imagery  services. 

GEOGRAPHIC  MARKETS 

• One  hundred  percent  of  Endata's  1983  revenue  was  derived  from  the  U.S. 

• Endata  operates  from  28  branch  locations  or  sales  offices  around  the  U.S. 

There  are  currently  21  branches  supporting  data  imagery  services. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• Equipment  used  in  Endata  operations  includes  the  following: 

Burroughs  4800s,  operating  under  MCP. 

IBM  370/ 1 35s,  operating  under  DOS. 


9of  10 
August  1 984 

© 1984  by  INPUT.  Reproduction  Prohibited. 


INPUT 


ENDATA  , INC. 


IBM  4341s,  operating  under  MVS. 

Univac  418/3,  MCP. 

• Clients  access  Endata's  network  via  leased  lines. 
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FINANCIAL  UPDATE  TO  HIGHLIGHT  DATED  APRIL  1981 


ENDATA,  INC. 

(formerly  NLT  Computer  Services 
Corporation) 

50  Vantage  Way 
Nashville,  TN  37228 
(615)  244-0244 


Douglas  C.  Altenbern,  Sr.,  Chairman  and 
President 

Public  Corporation,  OTC 
Total  Employees:  377 
Total  Revenue,  Fiscal  Year  End 
12/31/82:  $31,941,000 
Computer  Services  Revenue: 
$28,700,000* 


ENDATA,  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


YEAR 

ITEM  ^ 

1982 

1981 

1980 

1979 

1978 

Revenue  (a) 

$31,941 

$29,452 

$25,972 

$ 1 7,440 

$ 14,524 

. Percent  increase 

from  previous  year 

8% 

13% 

49% 

20% 

N/A 

Income  before  taxes  (a) 

$ 2,727 

$ 2,483 

$ 2,542 

N/A 

N/A 

. Percent  increase 

from  previous  year 

10% 

(2%) 

- 

- 

Net  income 

$ 1,638 

$ 735 

$ 1,018 

$ 731 

$ 617 

. Percent  increase 

(decrease)  from 

previous  year 

123% 

(28%) 

39% 

18% 

N/A 

(a)  From  continuing  operations 

(b)  Historical  income  per  share  is  not  presented  because  the  company  operated  as  a 
wholly  owned  subsidiary. 


• Endata,  Inc.  formerly  operated  as  NLT  Computer  Services  Corporation 
(NLTCS),  a wholly  owned  subsidiary  of  NLT  Corporation  (now  a subsidiary  of 
American  General  Corporation  since  its  acquisition  in  November  1982). 

The  company  was  acquired  in  January  1983  from  NLT  by  a corporation 
formed  by  NLTCS  management  solely  for  the  purpose  of  acquiring 
NLTCS.  The  purchase  price  amounted  to  $17  million  plus  $3  million 
contingent  on  the  completion  of  a public  stock  offering. 

In  March  1983  the  purchasing  corporation  was  merged  into  NLTCS  and 
the  company  name  was  changed  to  Endata,  Inc. 


♦Estimate 
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• Endata  made  an  initial  public  offering  of  800,000  shares  of  its  common  stock 
in  June  1983.  Net  proceeds  are  estimated  at  $9.3  million. 

• The  company  sold  off  several  of  its  operations  during  1981  and  1982.  Revenue 
derived  from  these  discontinued  operations  amounted  to  $4.5  million,  $7.1 
million,  and  $6.7  million  in  1982,  1981,  and  1980  respectively.  The  disposi- 
tions also  resulted  in  income  of  $152,000  in  1982  and  losses  of  $153,000  and 
$328,000  in  1981  and  1980  respectively. 

In  May  1981  the  company  sold  its  Banking  Industry  Services  Division, 
which  provided  processing  services  from  a Kansas  City  data  center,  to 
Automatic  Data  Processing,  Inc.  The  Washington,  D.C.  facility  provid- 
ing processing  services  to  trade  and  professional  associations  was  also 
disposed  of  during  1981.  These  dispositions  resulted  in  a loss  of 
$527,000  net  of  income  taxes  in  1981. 

In  March  1983  Endata  sold  its  Miami-based  Medical  Industry  Division, 
which  provided  processing  services  to  medical  group  and  hospital -based 
physicians. 

SOURCE  OF  REVENUE 

• Endata's  1982  revenue  is  estimated  to  have  been  derived  as  follows: 


Percent  Revenue 

of  Total  ($  millions) 


Processing  services 

80% 

$25.3 

Turnkey  systems 

6 

2.0 

Professional  services 

3 

1.0 

Software  products 

1 

0.4 

Hardware  sales 

_L0 

3.2 

100% 

$31.9 
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COMPANY  PROFILE 


Douglas  C.  Altenbern,  President 
Subsidiary  of  NLT  Corporation 
Total  Employees:  725 
Total  Revenues,  Fiscal  Year  End 
12/31/80:  $33,467,000 
Total  Computer  Services  Revenues: 
$30,000,000 


NLT  COMPUTER  SERVICES 
CORPORATION 

National  Life  Center 
Nashville,  TN  37250 
(615) 256-7600 


THE  COMPANY 

• NLT  Computer  Services  Corporation  (NLTCS)  was  formed  in  1969  by  its  parent 
company,  NLT  Corporation,  a large  holding  company  engaged  in  insurance, 
broadcasting,  amusement  park,  hotel  services  and  real  estate  development. 
NLTCS  provides  processing  services  to  wholesale  distributors,  banks,  the 
beverage  industry,  nonprofit  fund  raisers,  law  firms,  physicians,  and  general 
business  operations.  Computer  output  microfilm  services  and  a minicomputer 
system  for  distributors  are  also  marketed. 

• Revenues  in  I960  were  $33,467,000,  a 43%  increase  over  1979  revenues  of 
$23,477,000.  NLTCS's  compounded  growth  rate  has  averaged  41%  for  the  past 
five  years.  Following  is  a five-year  financial  summary: 


NLTCS 


]$  thousands) 

■ — FISCAL  YEAR 

ITEM  

1980 

1979 

1978 

1977 

1976 

Total  revenues 
Percent  increase 

$33,467 

$23,477 

$21,000 

$16,500 

$10,500 

from  previous  year 

43% 

12% 

27% 

57% 

75% 

• NLTCS  has  grown  through  acquisition  and  internal  expansion.  Since  its 
formation,  at  least  13  companies  or  divisions  of  companies  have  been  acquired. 
These  acquisitions  have  been  concentrated  in  three  areas: 

General  processing  services  companies  (six). 

Industry  specialty  processing  (four). 

Computer  output  microfilm  (COM)  services  (two). 

• Since  late  1979  three  acquisitions  have  been  made: 

. In  November  1979,  NLTCS  acquired  the  Autonet  Division  of 
Automatic  Data  Processing.  Located  in  Nashville,  Autonet 
provides  on-line  and  minicomputer  systems  to  wine  and  spirits 
distributors. 
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. The  Itel  PAS  Medical  Services  Division  was  acquired  in  August 
1980.  This  division  provides  billing  services  to  physicians. 

. In  October  1980,  International  Micrographics,  Inc.  (IMI)  of 
Allentown,  PA,  was  acquired.  IMI  provides  COM  services  from 
its  headquarters  and  two  additional  locations  in  Paterson,  NJ 
and  Camp  Hill,  PA. 

• All  companies  acquired  by  NLTCS  have  been  merged  into  an  organizational 
structure  consisting  of  the  following  seven  divisions; 

The  Business  Services  Division  provides  general  processing  services 
through  NLTCS  data  centers  located  in  Nashville  and  Kansas  City  and 
through  remote  job  entry  facilities  in  Washington,  DC,  and  Memphis.  It 
also  markets  custom  and  packaged  services,  offers  services  in  the  legal 
systems  area,  provides  professional  consulting  services,  and  sells 
Basic/Four  minicomputers  in  Nashville  and  Memphis. 

The  Distributor  Services  Division  provides  on-line  processing  services 
from  Philadelphia  to  hard  goods  wholesale  distributors  and  markets  a 
standalone  minicomputer  system. 

The  Micrographics  Division  provides  computer  output  microfilm 
services  from  13  locations. 

The  Direct  Response  Services  Division  provides  consulting  and  general 
processing  services  to  support  the  accounting  and  fund  raising  services 
of  nonprofit  hospitals  and  religious  organizations. 

The  Banking  Industry  Services  Division  provides  on-line  banking  services 
from  a Kansas  City  data  center. 

The  Medical  Industry  Division  provides  traditional  accounts  receivable 
services  to  medical  group  and  hospital  based  physicians,  primarily  in 
Florida. 

The  Beverage  industry  Division  provides  a full  range  of  on-line  services 
to  wholesale  wine  and  spirits  distributors. 

• Expansion  of  NLTCS's  products  and  services  will  continue  to  be  by  means  of 
internal  growth  and  acquisition.  Potential  growth  markets  are  services  to 
wholesale  distributors,  nonprofit  fund  raisers,  banks,  law  firms,  medical  groups 
and  large-scale  computer  users  for  COM. 


KEY  PRODUCTS  AND  SERVICES 

• Approximately  70%  of  NLTCS's  1980  computer  services  revenues  were  derived 
from  processing  services,  10%  from  turnkey  systems  and  20%  from  micro- 
graphic services  and  supplies.  Less  than  2%  of  NLTCS's  revenues  are  derived 
from  the  parent  corporation  or  affiliated  companies. 
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• Revenue  distribution  by  division  follows; 


Revenue 

Percent  ($  millions) 


Business  Services 

17% 

$ 5.7 

- 

Distributor  Services 

15 

5.0 

- 

Micrographics 

20 

6.7 

- 

Direct  Response 

10 

3.4 

- 

Banking 

8 

2.7 

- 

Medical 

15 

5.0 

- 

Beverage  Industry 

15 

5.0 

100% 

$33.5 

• The  Distributor  Services  Division  markets  a series  of  applications  directed 
exclusively  for  use  by  hard  goods  wholesale  distributors  (primarily  electrical). 
The  services  are  offered  on  NLTCS's  on-line  network  service  from  Blue  Bell, 
PA,  and  are  sold  in  a series  of  standalone  minicomputer  configurations. 

The  on-line  network  service  currently  has  72  clients,  serving  252  branch 
locations.  The  majority  of  clients  are  in  the  Eastern  half  of  the  U.S. 
(30  states).  Applications  supported  are; 

. Accounts  receivable. 

. Billing. 

. Matrix  pricing. 

. Accounts  payable. 

. General  ledger. 

. Payroll. 

. File  management. 

. Order  entry. 

. Inventory  control  and  management. 

. Open  order  system. 

. System  selling. 

. Basic  sales  reporting. 

. Advanced  sales  reporting. 

. Datafile  report  generator. 

In  1978,  NLTCS  introduced  the  First  Family.  This  offering  consisted  of 
seven  different  configurations  of  standalone  minicomputers  using  its 
wholesale  distributor  software  and  the  MICOS  operating  system. 

. System  V/Models  10,  20  and  30  are  based  on  NLTCS  System  V 
intelligent  terminals  and  are  connected  to  the  NLTCS  data 
center.  The  price  of  these  systems  ranges  from  $20,000  to 
$40,000.  Approximately  40  are  installed. 

. System  V/Models  100,  200,  400,  800  and  1600  are  total  stand- 
alone systems.  Based  on  Data  General's  NOVA  computers,  the 
price  for  a minimum  configuration  is  about  $43,000  and  ranges  to 
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$240,000  for  a maximum  system.  Application  software  is  the 
same  as  that  available  on  the  network  service. 

• The  Banking  Industry  Services  Division  provides  processing  services  from  a 
data  center  in  Kansas  City.  Approximately  one-half  of  the  revenues  from  this 
center  are  from  banking  applications,  with  the  remainder  generated  from 
general  processing  services. 

Available  banking  applications  are: 

. Certificate  of  deposit. 

. Commercial  loan. 

. Demand  deposit. 

. General  ledger. 

. Savings  accounting. 

. Automated  teller  machine  processing. 

Processing  is  available  in  an  interactive  mode.  A central  information 
file  integrating  all  applications  is  available  to  on-line  users. 

About  35  banks  in  the  Kansas  City  area  are  users  of  the  service. 

• The  Business  Services  Division  provides  custom  developed  processing  services 
from  data  centers  in  Nashville  and  Kansas  City,  and  branches  in  Washington, 
DC,  and  Memphis.  Application  products  available  include: 

Attorney  billing  management  system  (JURIS  I,  II,  III). 

Accounting  services:  general  ledger,  payroll,  accounts  payable  and 

receivable. 

Educational  services:  classroom  scheduling  and  grade  reporting. 
Association  management  systems. 

List  management  services. 

Text  processing  system  (TEXT/MASTER). 

Data  management:  TOTAL,  DATACOM,  DB/DC  and  ENVIRON. 

• The  Direct  Response  Services  Division  markets  DONOR  (Donor  Oriented 
Nonprofit  Organization  Record  Keeping  System)  that  supports  direct  mail  and 
fund  raising  activities  for  nonprofit  religious  organizations.  DONOR  is 
available  in  a batch  or  remote  batch  basis  from  the  NLTCS  data  center  in 
Nashville.  A minicomputer  based  system  is  under  development. 

• The  Beverage  Industry  Division  provides  on-line  processing  services  to  wine 
and  spirits  wholesale  distributors  from  a data  center  in  Nashville. 

Applications  available  are  almost  identical  with  those  offered  by  the 
Distributor  Services  Division  (accounting,  sales,  order  entry,  inventory 
control,  etc.). 

Under  development  is  an  intelligent  terminal  system,  called  the 
TARGET  Terminal,  which  will  be  used  in  conjunction  with  the  on-line 
service. 

NLTCS  is  also  considering  marketing  the  service  to  beer  distributors. 
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• The  Medical  Industry  Division,  based  in  Miami,  provides  billing,  collection  and 
practice  management  processing  services  to  single  physicians,  group  practices 
and  clinics  in  Florida.  Additional  office  management  services  are  provided  for 
hospital -based  physicians  such  as  pathologists  and  radiologists. 

• Computer  hardware  sales,  based  on  OEM  agreements  to  market  Basic/Four, 
Data  General  and  Texas  Instrument  Systems,  generate  about  10%  of  NLTCS 
total  revenues. 

• NLTCS  also  provides  extensive  computer  output  microfilm  services  from  13 
locations  and  sells  microform  readers  and  supplies. 


INDUSTRY  MARKETS  NLTCS  revenues  are  generated  from  the  following  industry 
markets: 


Wholesale  30% 

Banking  & Finance  8 

Manufacturing  2 

Insurance  3 

Medical  15 

Education  4 

Services  4 

Retail  4 

All  other  industries  30 


100% 


GEOGRAPHIC  MARKETS  NLTCS's  geographic  revenues  are  derived  primarily  from 
its  data  centers  and  office  locations  in  the  following  areas: 


Nashville 

32% 

Kansas  City 

15 

Philadelphia  area 

20 

Wisconsin 

8 

Washington,  DC 

5 

Memphis 

5 

Miami 

15 

100% 

COMPUTER  HARDWARE 

• Equipment  used  in  NLTCS  data  centers  includes: 

Nashville. 

. Dual  IBM  370/ 1 68s.  (Used  on  a shared  basis  with  National  Life.) 

. 3 Univac  418  MOD  Ills  and  an  IBM  370/135  (Beverage  Industry). 


Philadelphia. 

. Burroughs  4800  and  a 4700. 
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Kansas  City. 

. An  NAS  3-5  and  an  IBM  360/65. 

Miami. 

IBM  360/65. 

• Remote  job  entry  facilities  are  located  in  Memphis  and  Washington,  DC,  as 
well  as  in  a number  of  client  locations. 
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M_T  COMPUTER  SERVICES 
CORPORATION 

National  Life  Center 
Nashville,  TN  37250 
(615) 256-7600 


Douglas  C.  Altert)ern,  President 
Subsidiary  of  NLT  Corporation 
Total  Employees:  500 
Total  Revenues,  Fiscal  Year  End 
12/31/78:  $2 1 million  (Estimate) 
Total  Computer  Services  Revenues: 
$17,850,000  (Estimate) 


THE  COMPANY 

• NLT  Computer  Services  Corporation  (NLTCS)  was  formed  in  1969  by  its  parent 
company,  NLT  Corporation.  The  parent  organization  is  a large  holding 
company  primarily  engaged  in  insurance,  broadcasting,  amusement  park,  hotel 
services,  and  real  estate  development. 

• NLTCS  was  originally  formed  with  the  intention  of  providing  computer 
services  to  organizations  within  NLT  and  to  enter  the  EDP  services  industry  by 
selling  excess  computer  time  and  services  to  outside  organizations.  Providing 
services  to  other  affiliated  companies  within  NLT  never  occured  because  of  an 
internal  reorganization.  Emphasis  was  then  placed  on  developing  NLTCS  into 
a traditional  data  processing  service  organization. 

• NLTCS  started  in  1969  from  a six  man  organization  which  did  not  have  a 
specific  product  or  service  for  the  data  processing  services  industry,  and  grew 
to  500  employees  and  approximately  $21  million  in  revenues  ten  years  later. 

• To  understand  the  growth  and  development  of  NLTCS,  the  following  chro- 
nology is  presented: 

1969  to  mid  1970:  Selling  excess  computer  time  from  an  NLT  affiliate's 
data  center  and  providing  some  technical  consulting  services. 

Mid  1970:  Acquisition  of  COMPASS  Computer  Systems  of  Nashville 

which  provided  traditional  consulting  services  on  a custom  basis  and 
were  experienced  in  operating  sytems,  text  editing,  mapping,  and 
demographic  application  areas. 

1971:  Acquisition  of  Southern  Computing,  Inc.  of  Nashville  which 

provided  processing  services  to  handle  subscription  fulfillment  and 
computer  output  microfilm  services  as  well  as  traditional  accounting 
applications. 

1972:  Acquisition  of  Datafile,  located  in  Philadelphia,  which  was  a 

subsidiary  of  Mechanical  Technology,  Inc.  Datafile  provided  on-line 
processing  services  for  hard  goods  wholesale  distributors.  In  1972, 
NLTCS  also  began  providing  COM  services  in  Nashville. 

1973:  A Memphis  office  was  opened  to  provide  COM  services. 
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1974:  Acquired  a Nashville  mail  service  business  to  supplement  a 

growing  involvement  in  providing  computer  services  to  fund  raisers. 
1975;  Acquired  Management  Services  for  ADP  in  Philadelphia  which 
provided  traditional  data  processing  services  based  on  Burroughs  equip- 
ment for  consolidation  with  Datafile  operations. 

1976:  Acquired  Information  Systems  Development  in  Kansas  City  which 
provided  general  processing  services  and  on-line  processing  services  for 
the  banking  industry.  In  1976,  NLTCS  also  began  marketing  Basic/Four 
minicomputer  systems  in  Nashville  and  Memphis. 

1977:  Acquired  Data  Services,  a local  data  processing  services  organi- 
zation in  Nashville  which  concentrated  in  standard  accounting  appli- 
cation services  to  small  and  medium-sized  customers.  In  this  same  year 
NLTCS  acquired  three  data  centers  from  Analysis  and  Programming, 
Inc.  in  Beloit,  Wl,  Memphis,  and  Washington,  DC.  These  acquisitions 
also  gave  NLTCS  the  software  rights  to  TEXT/MASTER,  a text 
processing  system. 

1978:  Announced  a standalone  minicomputer  system,  NLTCS  System  V, 
based  on  Datafile  software.  Computer  Resources,  Inc.,  a small  service 
bureau  in  Kansas  City,  was  also  acquired. 

1979:  Acquired  Alpha  Data  Sciences  in  Madison  which  provides  COM 
services  from  locations  in  Madison,  Wausau,  Appleton,  and  Eau  Claire, 
Wl,  and  Rockford,  IL. 

• All  companies  acquired  by  NLTCS  have  been  merged  into  an  organizational 
structure  consisting  of  the  following  six  divisions: 

Business  Services  (43%  of  NLTCS  revenues):  provides  general  proces- 
sing services  through  NLTCS  data  centers  located  in  Nashville  and 
Kansas  City  and  through  remote  job  entry  facilities  in  Washington,  DC, 
Memphis  and  Wisconsin;  markets  custom  and  packaged  services;  offers 
services  in  the  legal  systems  area;  and  provides  professional  consulting 
services. 

Distributor  Services  (20%  of  NLTCS  revenues);  provides  on-line  proces- 
sing services  from  Philadelphia  to  hard  goods  wholesale  distributors 
using  Datafile  software  and  markets  a standalone  minicomputer  system. 
Micrographics  Division  (15%  of  NLTCS  revenues):  provides  computer 
output  microfilm  services  from  eight  locations. 

Minicomputer  Division  (10%  of  NLTCS  revenues):  maintains  an  OEM 
arrangement  to  sell  Basic/Four  minicomputers  in  Memphis  and 
Nashville,  and  the  NLTCS  System  V (based  on  Data  General  NOVA's)  in 
the  Washington,  DC  and  Kansas  City  areas. 

Direct  Response  Services  (6%  of  NLTCS  revenues):  provides  consulting 
and  general  processing  services  to  support  the  accounting  and  fund 
raising  services  of  hospitals,  non-profit,  and  religious  organizations. 
Banking  Industry  Services  (6%  of  NLTCS  revenues):  On-line  banking 

services  are  provided  from  the  Kansas  City  data  center. 

• Revenues  in  1978  were  approximately  $21  million,  a 27%  increase  over  1977 
revenues  of  $16.5  million.  Less  than  2%  of  NLTCS  revenues  are  derived  from 
the  parent  corporation  or  affiliated  companies. 


2 of  5 

September  1979 


© 1979  by  INPUT,  Palo  Alto,  CA  94303.  Reproduction  Prohibited. 


INPUT 


COMPANY  HIGHLIGHT/NLT  COMPUTER  SERVICES  CORPORATION 


• Management  states  NLTCS  has  been  profitable  since  its  formation  with  the 
exception  of  1970.  A five  year  summary  of  NLTCS'  revenues  and  growth  rate 
follows: 


NLTCS 

FIVE  YEAR  FINANCIAL  SUMMARY 
($  Thousand,  Numbers  Are  Approximate) 


""-.^.^SCAL  YEAR 
ITEM  

1978 

1977 

1976 

1975 

1974 

Total  Revenues 
Percent  Increase 

$21 ,000 

$16,500 

$10,500 

$ 6,000 

$ 4,500 

from  previous  year 

27% 

57% 

75% 

33% 

N/A 

• Expansion  of  NLTCS'  products  and  services  will  continue  to  be  by  means  of 
internal  growth  and  acquisition.  Potential  markets  for  its  services  are 
associations,  schools,  large  firms,  and  expansion  of  services  to  the  wholesale 
distribution  industry. 


KEY  PRODUCTS  AND  SERVICES 

• Approximately  70%  of  NLTCS'  computer  services  revenues  are  derived  from 
processing  services,  15%  from  turnkey  systems,  and  15%  from  micrographic 
services  and  supplies. 

• Datafile,  a series  of  applications  directed  exclusively  for  use  by  hard  goods 
wholesale  distributors,  is  offered  on  NLTCS'  on-line  network  service  from  Blue 
Bell,  PA  and  is  also  sold  in  a series  of  standalone  minicomputer  configurations. 

The  on-line  network  service  currently  has  55  clients,  the  majority  of 
whom  are  in  the  Eastern  half  of  the  U.S.  (30  states).  Applications 
supported  are: 

. Accounts  receivable. 

. Billing. 

. Matrix  pricing. 

. Accounts  payable. 

. General  ledger. 

. Payroll. 

. File  management. 

. Order  entry. 

. Inventory  control  and  management. 

. Open  order  system. 

. System  selling. 

. Basic  sales  reporting. 

. Advanced  sales  reporting. 

. Datafile  report  generator. 
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In  1978,  NLTCS  introduced  The  First  Family.  This  offering  consisted  of 
seven  different  configurations  of  standalone  minicomputers  using  the 
Datafile  software  and  MICOS  operating  system. 

. System  V/Models  10,  20  and  30  are  based  on  NLTCS  System  V 
intelligent  terminals  and  are  connected  to  the  NLTCS  data 
center.  Price  of  these  systems  range  from  $20,000  to  $40,000. 
Approximately  40  are  currently  installed  at  client  locations. 

. System  V/Models  100,  200,  400,  800  and  1600  are  total  stand- 
alone systems.  Based  on  Data  General's  NOVA  computers,  the 
price  for  a minimum  configuration  is  about  $43,000  and  ranges  to 
$240,000  for  a maximum  system.  Application  software  is  the 
same  as  that  available  on  the  network  service.  NLTCS  has 
installed  five  of  the  standalone  versions. 

• Processing  services  to  banks  are  provided  from  the  NLTCS  data  center  in 
Kansas  City.  Approximately  one-third  of  the  revenues  from  this  center  are 
from  banking  applications  with  the  remainder  generated  from  general  proces- 
sing services. 

Available  banking  applications  are: 

. Certificate  of  deposit. 

. Commercial  loan. 

. Demand  deposit. 

. General  ledger. 

. Savings  accounting. 

. Automated  teller  machine  processing. 

Processing  is  available  in  batch,  remote  batch,  and  interactive  modes. 
A central  information  file  integrating  all  applications  is  available  to  on- 
line users. 

There  are  approximately  35  banks  in  the  Kansas  City  area  using  this 
service. 

• NLTCS  provides  custom  developed  processing  services  from  its  data  centers  in 
Nashville  and  Kansas  City,  in  addition  to  the  following  application  products: 

Accounting  services. 

. General  ledger,  payroll,  accounts  payable  and  receivables. 

Educational. 

. Classroom  scheduling  and  grade  reporting. 

Association  management  systems. 

List  management  services. 

Attorney  billing  management  system. 

Text  processing  system  (TEXT/MASTER). 

Data  management. 

TOTAL,  DATACOM  DB/DC,  and  ENVIRON. 

• DONOR  (Donor  Oriented  Non-profit  Organization  Record  Keeping  System) 
supports  direct  mail  and  fund  raising  activities  for  hospitals,  non-profit,  and 
religious  organizations.  DONOR  is  available  in  a batch  or  remote  batch  basis 
from  the  NLTCS  data  center  in  Nashville. 
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• Computer  hardware  sales,  based  on  OEM  agreements  to  market  Basic/Four  and 
Data  General  systems,  generate  about  15%  of  NLTCS  total  revenues. 

• NLTCS  also  provides  extensive  computer  output  microfilm  services  from  eight 
locations  and  sells  microform  readers  and  supplies.  The  company  is  planning 
to  expand  services  in  micrographics  in  support  of  such  activities  as  micro- 
publishing. 


INDUSTRY  MARKETS  NLTCS  revenues  are  generated  from  the  following  industry 
markets: 


Wholesale  20% 

Banking  & Finance  16 

Manufacturing  16 

Insurance  12 

Medical  6 

Education  4 

Services  4 

Retail  3 

Federal  Government  3 

All  other  industries  16 


100% 


GEOGRAPHIC  MARKETS  NLTCS'  geographic  revenues  are  derived  primarily  from 
its  data  centers  and  office  locations  in  the  following  areas: 


Nashville 

40% 

Kansas  City 

20 

Philadelphia 

20 

Wisconsin 

10 

Washington,  DC 

5 

Memphis 

5 

100% 

COMPUTER  HARDWARE 

• Equipment  used  in  NLTCS  data  centers: 

Nashville:  dual  IBM  370/ 1 68s  used  on  a shared  basis  with  National  Life. 
Philadelphia:  Burroughs  4800  and  4700. 

Kansas  City:  Itel  AS  3-5,  IBM  360/65  and  a 360/40. 

• Remote  job  entry  facilities  are  located  in  Memphis,  Washington,  DC  and 
Beloit,  Wl,  as  well  as  in  a number  of  client  locations. 
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Primary  Industry-Specific  Market:  Utilities 


Energy  Incorporated 

One  Energy  Drive 
P.  0.  Box  736 
Idaho  Falls,  ID  83402 
(208)  529-1000 

CEO:  William  V.  Botts,  Chairman  & President 
Private  Company 
Founded:  1972 

Employees:  225  (9/85)* 

Revenue  (FYE  9/30/85):  $29.2  million,  (FYE  9/30/84):  $25.6  million 


The  Company:  Provides  software,  turnkey  systems,  and  professional  services  to  the 
electric  power  utility  industry 

Sources  of  Revenue: 

Application  Software 
Turnkey  Systems 
Professional  Services 

Key  Products  and  Services: 

Application  Software  Products 

• Engineering  Series  (Utilizes  IBM  PC/XT/AT) 

• Plant  Management  Series  (Utilizes  IBM  mainframe,  DEC  VAX,  DEC 
MicroVAX  II,  Prime,  Modcomp,  CDC  CYBER) 

• Real-time  Monitoring  and  Control  (Supports  DEC  VAX,  Gould,  Modcomp,  CDC 
CYBER) 

- Turnkey  Systems  (Utilizes  DEC  VAX,  Modcomp) 

• On-line  performance  improvement  systems 

• ERF  computer  systems 

• Plant  process  monitoring  systems 

Professional  Services 

• Consulting  services  (Quality  Assurance,  Nuclear  Operations) 

• Facilities  management 

• Education  and  training 

Target  Irnlustries: 

Electric  power  generation  utilities  (100%) 


* INPUT  estimate 
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Geographic  Markets: 

U.S.  and  Non-U. S. 

- Sales  Offices;  Idaho  Falls,  Albuquerque,  Seattle,  Phoenix,  Richmond  (VA), 
Houston,  Chicago,  Tokyo  (Japan),  Taipei  (Taiwan),  Seoul  (Korea) 


Other: 

Turnkey  systems  business  is  El's  fastest-growing  segment 
El  has  a $6  million  bank  line  of  credit 
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Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program 


April  1998 

Enterprise  Networks  Group- 
Network  Services  & Support 


Contact  Information  for  U.K.  Network  Services: 
Jacki  Purnell 

Enterprise  Networks  Group 

1 Mount  Road 

Hanworth 

Middlesex 

TW13  6AR 

Phone:  0181  744  8000 

Fax:  0181  755  2828 

E-mail:  purnellj@enterprise-networks.co.uk 


The  following  profile  outlines  the  services  and 
support  offered  by  Enterprise  Networks  Group  for 
Network  Services  and  Support. 


Company  Background 

ENG  Limited,  trading  as  Enterprise  Networks  Group  (“ENG”),  was  established  in  May 
1997  as  the  result  of  a management  buy  out  of  a computer  service  business  which  had  been 
operating  since  the  mid  1980s.  ENG  is  a privately  owned  company  that  provides  services  to 
the  corporate  market  place.  The  company  is  accredited  and  authorized  by  the  leading 
network  vendors. 

With  five  offices  strategically  located  around  the  country,  services  are  provided  throughout 
the  U.K. 

Having  obtained  the  IS09002  accreditation  within  7 months  of  the  Company’s  formation, 
ENG  is  now  implementing  the  Investors  in  People  program. 
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Main  Activities 

ENG  provides  a comprehensive  ‘cradle  to  grave’  range  of  network  service;  this  includes, 
network  planning  and  design,  supply  and  implementation  and  network  support  and 
management. 

ENG’s  network  support  and  management  service  involves  the  comprehensive  support  of  the 
whole  of  a customer’s  network,  from  the  desktop  user  to  the  enterprise  network. 

With  a dedicated  network  control  center  combined  with  a field  support  team,  the  company 
is  able  to  provide  a blend  of  remote  and  on  site  monitoring,  management  and  support.  The 
ENG  support  solution  can  include  the  following  services: 

• Remote  Network  Management  (performance,  fault  and  configuration 
management) 

• Remote  Server  Management  (performance,  fault  and  configuration  management) 

• Desktop  Support 

• Hardware  Maintenance  Services 


Service  Offerings 

Through  its  predecessor  company,  the  business  has  been  involved  in  the  provision  of 
network  service  since  1988.  The  company’s  dedicated  network  control  center  was  set  up  in 
1993  to  provide  24-hour  network  monitoring  and  on-line  support  services.  This  facility 
enables  ENG  to  provide  proactive  fault  management,  performance  and  configuration 
management  services. 

Exhibit  1 


ENG’s  Network  Support  and  Management  Skills 


Service  Type 

% of  Revenue 

Competencies 

Network  Planning  and  Design  Services 

5% 

High 

Network  Implementation  Services 

15% 

High 

Network  Support  Services 

65% 

High 

Network  Management  Services 

15% 

High 

Source:  ENG 
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Vertical  Market  Competencies 

Exhibit  2 

ENG’S  Network  Support  and  Management  Revenues  by  Industry 


Vertical  Market 

%of 

Revenues 

Finance 

40% 

Retail 

20% 

Utilities 

5% 

Communications 

5% 

Transport 

5% 

Business  Services 

5% 

Manufacturing 

20% 

Source:  ENG 


Exhibit  3 

Customer  Profiles  Network  Support  and  Management 


Customer 

Service  Provided 

BMP  Petroleum 

Remote  Network  Management 
24  Hour  Critical  Network  Support 
Proactive  Network  Fault  Management 
Performance  Reporting 

Sandaire 

Remote  Network  Management 
Local  and  Remote  Network  Support  Services 
Proactive  Network  Fault  Management 
Performance  Reporting 

Spillers 

Remote  Network  Support  Services 
Proactive  Network  Fault  Management 
Performance  Reporting 

Ockham 

Remote  Network  Management 
Local  and  Remote  Network  Support  Services 
Proactive  Network  Fault  Management 
Performance  Reporting 

Source:  ENG 


ENG  monitors  the  networks  for  all  of  the  above  customers  on  a 24-hour  basis. 

ENG  has  implemented  network  management  site  based  solutions  for  many  customers, 
including  organizations  such  as  Liberty  International  and  Pension  Store. 
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Strategic  Positioning 

Special  Strengths 

ENG  considers  the  following  points  to  be  its  special  strengths  in  the  network  service 
market: 

• A commitment  to  quality  combined  with  a customer  services  culture. 

• The  experience  and  expertise  of  its  technical  staff. 

• The  ability  to  provide  a ‘total’  network  support  solution,  combining  remote  on 
line  services  with  a U.K.  wide  field  service  and  on  site  support  capability. 

• Four  years  experience  and  track  record  in  the  delivery  of  remote  network  support 
and  management  services 

• Vendor  relationships  and  accreditations  from  the  major  manufacturers 

• The  ability  to  provide  innovative  and  flexible  service  offerings  that  can  be 
tailored  to  meet  the  customer’s  requirements. 

Competition 

ENG  considers  its  main  competition  to  be: 

• Anite 

• Siemens  Nixdorf 

• Logical  Networks 

• Tertio 

• Computacenter 

• ICL  Sorbus 

• Computeraid 

Objectives 

For  the  future,  ENG  intends  to  enhance  and  further  develop  its  services  offering  with 
specific  focus  on  remote  network  services  and  the  delivery  of  enterprise  network 
management  solutions. 
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ENTEX  Information  Services 


Chairman:  Dort  Cameron 

President  & CEO:  John  McKenna,  Jr. 
6 International  Drive 
Rye  Brook,  NY  10573 
Phone:  (914)  935-3600 

Fax:  (914)  935-3650 

Internet:  http://www.entex-is.com 


Status:  Private 

Employees:  5,250  (6/96) 

Revenue:  $2,100,000,000 

Fiscal  Year  End:  6/30/96 


Key  Points 

• ENTEX  Information  Services  (ENTEX)  is  a 
PC  systems  integrator.  The  company 
provides  PC  systems  and  network 
integration,  asset  management,  outsourcing, 
and  professional  services. 

• In  July  1996,  ENTEX  acquired  FCP 
Technologies  Inc.,  an  enterprise  systems 
integrator. 

• In  July  1996,  Microsoft  invested  an 
undisclosed  amount  in  ENTEX,  taking  an 


ownership  position.  The  size  of  the 
investment  was  not  disclosed,  but  it  is 
believed  to  be  less  than  a 5%  interest. 

• In  June  1996,  ENTEX  announced 
agreements  with  Microsoft  and  Compaq  to 
provide  a higher  level  of  network  solutions 
to  Fortune  1000  companies. 

• In  May  1996,  the  company  announced  its 
partnership  with  CONNECT,  Inc.  to  develop 
an  Internet  acquisition  system. 

• In  April  1996,  ENTEX  announced  the 
availability  of  Order  Access,  the  company’s 
Lotus  Notes-based  electronic  order 
management  system. 
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• In  February  1996,  ENTEX’s  International 
Alliance  added  Transmarco/Singapore  and 
Migesa/Mexico  as  partners. 

• In  December  1995,  Otsuka  Shokai,  one  of 
Japan’s  largest  systems  integrators  joined 
tbe  International  Alliance. 

• In  September  1995,  the  company  acquired 
Random  Access,  Inc.,  a supplier  of 
information  technology  solutions  in  the 
Western  U.S. 

• In  January  1995,  ENTEX  acquired  Detroit 
(Ml)-based  integrator,  the  L.E.A.D.  Group. 

Company  Description 

ENTEX  Information  Services  provides 
desktop,  mobile,  and  network  computing 
solutions  for  large  organizations.  The 
company’s  services  encompass  four  primary 
areas  of  expertise:  network  integration,  asset 
management,  acquisition  services,  and  end 
user  support.  ENTEX  is  also  a distributor  of 
desktop  hardware  and  software  in  the  U.S. 

The  company  was  formed  in  August  1993  with 
the  management  and  employee  buyout  of  the 
U.S.  business  of  JWP’s  Information  Systems 
Group. 

ENTEX  uses  a technology  lifestyle  approach 
that  comprises  all  phases  of  the  acquisition, 
installation,  and  support  of  PCs,  software, 
networks,  and  mobile  computing  devices. 

Organization  and  Structure 

Headquartered  in  Rye  Brook  (NY),  ENTEX 
has  60  sales  and  service  locations  in  major 
U.S.  metropolitan  areas.  The  company’s 
National  Integration  Center  is  located  in 
Erlanger  (KY)  and  its  National  Service  Center 
is  in  Mason  (OH). 

Sales  and  service  facilities  are  located  in 
Santa  Clara,  Foster  City,  Sacramento,  Irvine, 


Los  Angeles,  and  San  Diego  (CA);  Redmond 
and  Seattle  (WA);  Portland  (OR);  Denver 
(CO);  Omaha  (NE);  Kansas  City  and  Wichita 
(KS);  Phoenix  (AZ);  Salt  Lake  City  (UT); 
Chicago  (IL);  Cincinnati  and;  Detroit  (MI);  Ft. 
Wayne  and  Indianapolis  (IN);  Columbus  and 
Cleveland  (OH);  Milwaukee  (WI);  Minneapolis 
(MN);  St.  Louis  (MO);  Atlanta  (GA);  Austin, 
Houston,  and  Dallas/Ft.  Worth  (TX); 

Charlotte  (NC);  Ft.  Lauderdale  and  Orlando 
(FL);  New  Orleans  and  Shreveport  (LA); 
Tulsa/Little  Rock  (OK);  Washington  (DC); 
Albany  (NY);  Boston  (MA);  Hartford  and 
Norwalk  (CT);  New  York  and  Rochester  (NY); 
Edison  (NJ);  and  Philadelphia  and  Pittsburgh 
(PA). 

ENTEX  achieves  an  international  reach, 
providing  global  technology  support  through 
its  International  Alliance  which  covers  more 
than  300  worldwide  locations. 

In  April  1996,  the  company  reorganized  its 
product  managers  and  buyers  from  an 
alignment  by  vendor  to  a new  platform- 
oriented  structure. 

• This  new  approach  is  intended  to  provide 
greater  value  for  the  customers  by  focusing 
on  the  client  rather  than  the  vendor. 

• The  “technology  experts”  are  now  organized 
around  CPUs — desktops,  services,  and 
laptops  — and  around  peripherals  and 
complementary  products — printers, 
monitors,  networks,  modems,  mass  storage, 
and  software. 

• Each  group  now  has  its  own  product 
management  team. 

Key  ENTEX’s  executives  are  summarized  in 
the  exhibit  on  the  following  page. 
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Exhibit 

ENTEX  Key  Executives 


Name 

Title 

John  McKenna,  Jr. 
Bob  Auray 
David  Chemerow 
Phil  Johnson 
Herbert  Foster 
John  Lyons 
Lynne  Burgess 

President  and  CEO 
Chief  Operating  Officer 
Chief  Financial  Officer 
Sr.  VP,  Human  Resources 
VP,  Communications 
VP,  Marketing 
VP  and  General  Council 

Company  Strategy 

ENTEX’s  mission  states  that  “ENTEX  is 
dedicated  to  improving  our  customers’ 


competitiveness  and  profitability  through  the 
effective  implementation  and  management  of 
information  technology.  Our  employee- 
owners  are  committed  to  sustaining  the 
highest  levels  of  quality  and  integrity  in  all 
relationships  with  our  customers,  suppliers, 
and  communities.” 

Financials 

ENTEX’s  fiscal  1996  revenue  was  $2.1  billion, 
an  increase  of  approximately  43%  over 
revenue  of  nearly  $1.5  billion  the  previous 
year. 

A three-year  revenue  summary  is  shown 
below. 


ENTEX  Information  Services 
Three-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

6/96 

6/95 

6/94 

Revenue 

$2,100 

$1,470 

$1,200 

• Percent  change  from 
previous  year 

43% 

22% 

N/A 

Acquisitions 

In  July  1996,  ENTEX  acquired  FCP 
Technologies  Inc.  of  Frederick  (MD),  an 
enterprise  systems  integrator. 

• This  acquisition  broadens  ENTEX’s  high- 
end  network  integration  services  and  skills, 
as  well  as  its  product  offering. 

• FCP  Technologies  had  revenue  of  $100 
million  in  1995. 

In  September  1995,  ENTEX  acquired  Denver 
(CO)-based  Random  Access,  Inc.,  a provider  of 
information  technology  solutions,  in  a $22 
million  cash  transaction. 


• The  acquisition  expanded  ENTEX’s  presence 
in  the  Rocky  Mountain  area. 

• The  purchase  also  added  the  training 
services  business  as  well  as 
videoconferencing  and  imaging  expertise. 

• Random  Access  had  annual  revenue  of  $240 
million  prior  to  the  acquisition. 

In  January  1995,  ENTEX  acquired  Detroit 

(Ml)-based  L.E.A.D.  Group,  a provider  of 

integration  services. 

• This  acquisition  provided  ENTEX  with 
expertise  in  Lotus  Notes  and  LAN 
integration. 
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• The  L.E.A.D.  Group  had  revenue  of 
approximately  $25  million  in  fiscal  1995. 

Employees 

As  of  June  30,  1996,  ENTEX  Information 
Services  had  5,250  employees  segmented  as 
follows: 


Marketing  and  sales 900 

Customer  support  and  services  ..  3,600 

Research  and  development 100 

Computer  operations 150 

General  and  administrative 500 

5,250 


Employee  growth  in  fiscal  1996  was 
approximately  49%,  compared  to  50%  in  fiscal 
1995  and  13%  in  fiscal  1994,  respectively. 

Key  Products  and  Services 

Software 

ENTEX  is  a distributor  and  authorized 
reseller  of  software  for  all  the  leading 
manufacturers  including  Microsoft,  Novell, 
and  IBM. 

The  company  provides  asset  management 
services,  based  upon  software  from  ASl  of 
Canada,  including: 

• AssetPRO  v3.0 — A Window  3.x  compatible 
enterprise  management  system  that 
supports  fault  tolerant  data  transfers. 

- AssetPRO  acts  as  a centralized  data 
repository,  collecting  event  data  from 
network  and  system  management,  help 
desk,  and  PC  surveying  tools. 

- The  system  stores  the  calculated  costs  of 
each  event  in  a relational  database. 

• AssetPRO  DCM — A data  collection  module 
for  AssetPRO  that  collects  and  sorts  data 
into  categories. 


- AssetPRO  DCM  identifies  software 
components,  Windows  configuration  files, 
system  files,  and  hardware  components. 

- The  module  is  compatible  with  Windows 
95,  Windows  3.x,  Windows  NT,  OS/2, 
Apple  Macintosh,  and  PC-MS/DOS. 

• AssetRADAR — A data  acquisition  package 
that  works  in  conjunction  with  AssetPRO  to 
track  the  time  used  by  each  application  on  a 
stand-alone  or  networked  PC 

- With  the  collection  of  data,  AssetRADAR 
provides  license-usage  patterns  for 
determining  Volume  Purchase  Agreement 
analysis. 

- Data  can  be  converged  into  the  AssetPRO 
database  enabling  analysis  of  usage 
trends. 

• In  April  1996,  ENTEX  announced  the 
availability  of  Order  Access,  the  company 
Lotus  Notes-based  electronic  order 
management  system. 

- Order  Access  manages  the  order 
requisition  cycle  with  centralized  order 
processing  and  automated  order  routing. 

- The  system  also  provides  resource 
requirements  management  and 
evaluation,  order  status  and  tracking,  and 
electronic  invoices. 

Services 

ENTEX  services  include  configuration,  on-site 
software  installation/network  integration, 
enterprise  software  audits,  centralized  and 
on-site  help  desk  support,  and  volume  license 
management. 

ENTEX’s  service  model  is  based  on  the 
Technology  Lifecycle,  which  begins  with  the 
initial  design  specification  and  acquisition  of 
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technology  products  and  extends  through  the 
support  and  eventual  replacement  of  the  asset 
with  the  new  technology  solution. 

Infrastructure  Services  (core  support  services) 
begin  with  the  design  and  functional 
technology  to  be  implemented. 

• Acquisition  Services — Offering  various 
customized  solutions  to  facilitate  the 
acquisition  process,  including  acquisition 
consulting  services,  on-site  acquisition 
support,  remote  acquisition  support,  and 
Electronic  Data  Interchange  services 

- Account  Information  Management  System 
(AIMS) — A system  for  the  management  of 
PC  acquisitions 

• AIMS  provides  summaries  of  purchasing 
patterns  with  historical  reports  on  its 
client’s  acquisitions  based  on 
information  imported  from  ENTEX’s 
inventory  and  order  management 
systems 

• Reports  provided  through  AIMS  include 
CPU  or  printer  acquisition,  product 
family  acquisition,  total  dollars  invested, 
serial  number  reports,  shipping 
performance  analysis,  and  transactional 
analysis. 

• Integration  Services — Focusing  on 
installation  and  integration  of  technology 
into  the  existing  enterprise  environment 

• Core  Support  Services — Including  full 
service  maintenance,  warranty,  repair,  help 
desk,  and  moves/adds/changes,  all  offered 
under  ENTEX’s  Dedicated  Resource 
program. 

- SolutionLine  is  ENTEX’s  fee-based  800- 
number  technical  support  service  program 
providing  two  levels  of  support: 


• Basic  Product  Support  provides 
telephone  support  for  most  industry 
standard  shrink-wrapped  applications 
including  word  processors,  spreadsheets, 
presentation  graphics,  electronic  mail, 
databases,  and  basic  operating  systems. 

• Advanced  Product  Support  includes 
Basic  Product  Support  as  well  as  LAN 
and  WAN  functions,  network  operating 
systems,  network  utilities,  bridges, 
routers,  and  getaways.  Support  is  also 
provided  for  electronic  mail 
administration,  data  communications, 
and  PC-to-host  communications. 

• SolutionLine  provides  seven  days  a 
week,  24-hour  per  day  support  for  more 
than  125  software  programs  as  well  as 
proprietary  software. 

- Time  and  Materials  program  offers  on-site 
technical  service  and  support  on  a per- 
incident  basis  or  as  an  on-going  service. 

• Upgrade  Services — Focusing  on  the 

redeployement  or  retirement  of  assets 

Distributed  Technology  Services  focus  on  the 
implementation  and  management  of  enabling 
technologies  and  their  integration  into  the 
EUC  infrastructure. 

• Network  Design — A consulting  service  for 

designing  networks  which  providing  the 

following  deliverables: 

- Account  profile 

- Pricing  worksheet 

- Proposal 

- Design  Interview  guide 

- Requirements  document 

- Design  document 
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- Acceptance  document 

- Customer  satisfaction  survey 

• Network/Systems  Management — Providing 
network  performance  baseline  audit  of  the 
network  performance  characteristics.  This 
service  can  also  be  used  for  troubleshooting 
networks  with  ongoing  or  intermittent 
errors 

• Network  Performance  Management 

• Network  Audit — Providing  one-time  or 
periodic  assessment  of  all  physical  and 
logical  components  of  the  network.  The 
audit  includes  the  following  documents: 

- Account  profile 

- Pricing  sheet 

- Proposal 

- Audit  document 

- Acceptance  document 

- Customer  satisfaction  survey 

• Groupware  Support  Services — Offering 
open,  standards-based  technology  and 
infrastructure  support  using  a structured 
methodology  consisting  of  four  phases: 

- Groupware  Analysis 

- Groupware  Infrastructure  Development 

- Groupware  Deployment 

- Management  and  Support 

Business  Services  represents  a customized 
bundled  offering  of  infrastructure  and 
distributed  technology  services. 

ENTEX’s  outsourcing  services  provides 
management  of  more  than  2 million  PCs  in 
the  workplace  and  has  more  than  1,800 


employees  working  on-site  daily  at  customer 

locations. 

National  Integration  Center 

ENTEX’s  ISO  9002  certified  Integration 

Center,  located  in  Erlanger  (KY).  is  the 

company’s  distribution/configuration  facihty. 

• The  Integration  Center  houses  all  ENTEX 
inventory,  supports  custom  hardware  and 
software  integrations,  and  provides  fight 
manufacturing. 

• The  Center  operates  on  a paperless 
Warehouse  Management  System,  and  uses 
ENTEX’s  upgraded  proprietary  software 
loading  system.  System  Builder,  to  improve 
download  time  and  increase  capacity  and 
speed  of  data  transmission. 

• System  Builder  allows  customers  to  specify 
particular  software  and  network 
requirements  and  have  them  electronically 
downloaded  to  new  systems. 

• Order  fulfillment  procedures  guarantee 
shipping  of  in-stock,  non-configured 
equipment  the  same  day  if  the  order  is 
recovered  before  8 p.m.  Configured  systems 
are  shipped  within  48  hours  of  order  receipt. 

• Of  all  the  configuration  orders,  54%  are 
custom  configurations,  up  20%  over  a year 
ago. 

• Approximately  50%  of  all  product  that 
passes  through  the  Integration  Center 
requires  custom  configuration. 

• Under  the  company’s  Light  Manufacturing 
initiative  to  improve  product  availability 
and  product  lead  times,  ENTEX  is  currently 
assembling  openbay  chassis,  hardfiles,  and 
downloading  the  operating  systems  into 
finished  PC300  series  IBM  models. 
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• In  August  1994,  ENTEX  was  the  first 
company  to  receive  ISO  certification  for 
distribution  and  configuration  of  computer 
products.  ENTEX’s  Integration  Center  has 
since  passed  two  successful  ISO  audits, 
most  recently  in  March  1996. 

National  Service  Center 

ENTEX’s  Service  Center  located  in  Mason 
(OH),  serves  as  a consolidated,  centralized 
services  location.  The  Service  Center  houses 
the  following: 

• A centralized  national  call  dispatch  center 
handling  more  than  18,000  customer  calls 
per  month 

• The  Corporate  Account  Center  providing 
centrahzed  order  fulfillment  through 
trained  technical  marketing  representatives 

• An  R&D  lab  providing  research,  evaluation, 
and  development  of  proprietary  and  third- 
party  hardware  and  software  offerings 

• A customer  briefing  center  for  strategic 
planning  of  product  rollouts  and  advanced 
IT  implementation  and  services 

• ENTEX  University  which  facihtates  on- 
going national  services  training 

- ENTEX  provides  standardization  and 
quality  programs  for  its  technical 
personnel  that  include  training  and 
certification,  call  flow  standardization, 
and  quality  surveys. 

- ENTEX’s  Customer  Engineers  attend  an 
average  of  90  hours  of  training  per  year 

- ENTEX’s  Systems  Engineers  and 
Consultants  attend  more  than  110  hours 
of  training  per  year. 


Clients 

A sampling  of  ENTEX’s  U.S.  clients  include 
Microsoft,  Intel,  Pacific  Bell,  U S WEST,  ITT, 
Coca-Cola  Co.,  Home  Savings,  Paramount 
Pictures,  Bear  Stearns,  Delta  Airlines,  GE 
Nuclear,  and  Boeing. 

Through  the  company’s  international 
alliances,  global  clients  include  CIGNA,  Best 
Western,  Eastman  Chemical,  Microsoft,  and 
CAP  GEMINI  S.A. 

In  January  1996,  ENTEX  was  awarded  a 
three-year,  outsourcing  contract  with 
Milwaukee  (Wl)-based  United  Wisconsin 
Services,  Inc.  for  PC  acquisition,  desktop 
support,  and  asset  management  services. 

• Under  the  “managed-care”  agreement. 
United  Wisconsin  will  pay  a fixed-price  per 
desktop  for  complete  PC  lifecycle  services, 
including  initial  acquisition  of  hardware  and 
software,  on-going  support,  and 
maintenance. 

• United  Wisconsin  Services  is  a leading 
managed  care  company  and  an  affiliate  of 
Blue  Cross/Blue  Shield  United  of  Wisconsin. 

In  November  1995,  ENTEX  won  a three-year, 
multi-million  dollar  outsourcing  contract  to  be 
Microsoft  Corporation’s  primary  provider  of 
desktop  and  network  support  services  for  the 
Microsoft  Information  Technology  Group. 

• Under  the  terms  of  the  agreement,  ENTEX 
provides  on-site  helpdesk,  desktop,  and 
network  support  services  to  end-users  at  25 
locations  across  the  U.S. 

• Microsoft  also  chose  ENTEX  as  its  sole 
outsourced  help  desk  provider  for  end-user 
hardware  and  software  troubleshooting  in 
the  U.S.  using  45  ENTEX  professionals  in 
Redmond  (WA). 
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Marketing  and  Sales 

ENTEX  markets  it  products  and  services  via 
its  direct  sales  force,  and  distribution  is 
handled  through  the  company’s  Integration 
Center. 

Alliances 

In  November  1994,  ENTEX  established  the 
ENTEX  International  Alliance  Partnership 
that  sells  products,  support,  and  services  to 
international  companies,  and  provides 
members  with  access  to  overseas  markets. 

• The  Alliance  consists  of  exclusive  long-term 
agreements  with  local  market  leaders  to 
provide  consistent  high  quality  hardware, 
software,  and  desktop  services. 

• The  Partnership  covers  more  than  23 
countries,  300  sales  offices,  and  12,000 
employees. 

• The  alliance  currently  consists  of  ENTEX 
(U.S.),  Compugen  Systems  Ltd.  (Canada), 
InfoProducts  Europe  (the  Netherlands) 
Otsuka  Shokai  (Japan),  Spartan  Computers 
(South  Africa),  Transmarco  (Singapore),  and 
Megesa  (Mexico). 

In  addition  to  the  International  Alliance, 
ENTEX  has  recently  formed  the  following 
partnerships: 

• In  July  1996,  Microsoft  invested  in  ENTEX, 
taking  an  ownership  position.  The  size  of 
the  investment  was  not  disclosed,  but  it  is 
believed  to  be  less  than  a 5%  interest. 

• In  June  1996,  ENTEX  entered  into 
agreements  with  Microsoft  Corp.  and 
Compaq  Computer  to  improve  the  quality  of 
network  solutions  provided  to  Fortune  1000 
organizations. 

- Microsoft  is  making  investments  in 
ENTEX  to  facilitate  the  placement  of  150 


dedicated  enterprise  systems  consultants, 
certified  desktop,  BackOffice,  and  product 
development  specialists. 

- These  Microsoft  specialists  will  focus 
exclusively  on  integrating  Microsoft 
Windows  95,  Windows  NT,  Microsoft 
Exchange,  and  BackOffice  products. 

- Compaq  will  work  in  conjunction  with 
ENTEX  to  build  ENTEX’s  infrastructure 
and  increase  demand  for  Compaq-based 
Windows  NT  enterprise  solutions. 

• In  May  1996,  ENTEX  announced  a 
partnership  with  CONNECT,  Inc.,  a 
provider  of  electronic  commerce  software, 
allowing  customers  to  purchase  PC 
equipment  over  the  Internet  with  fully 
secure  transactions. 

- The  partnership  will  include  the  use  of 
connect’s  OneServer  OrderStream 
software,  an  Internet-based  order 
management  application  for  business-to- 
business  electronic  transactions. 

- CONNECT  will  also  handle  hosting 
services. 

• In  January  1996,  ENTEX  and  IBM  Credit 
Corporation,  a major  U.S.  financier  of 
information  technology  and  a wholly  owned 
subsidiary  of  IBM  Corporation,  announced 
an  alliance  allowing  ENTEX  to  offer  clients 
comprehensive  financial  services  at  all 
stages  of  the  PC  lifecycle. 

ENTEX  is  also  an  authorized  reseller  for  all 
the  leading  manufacturers  including  Compaq, 
IBM,  Hewlett-Packard,  Toshiba,  Apple,  and 
Digital. 

In  March  1995,  ENTEX  was  designated  an 
International  Business  Partner  in  IBM’s  new 
international  program. 
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Competition 

ENTEX  is  facing  competition  from  Vanstar 
(formerly  ComputerLand)  for  the  small  and 
medium-sized  accounts,  as  it  evolves  from 
reseller  to  services  provider. 

Traditional  integrators,  such  as  Andersen  and 
EDS,  are  providing  competition  as  they 
migrate  into  the  middle  market. 

ENTEX  is  also  facing  strong  competition  from 
TSS,  which  is  co-owned  by  IBM  and  Eastman 


Kodak  which  had  been  one  of  ENTEX’s 
largest  clients  until  last  year. 

INPUT  Assessment 

ENTEX  feels  its  strengths  include: 

• A focus  on  providing  customer  value 

• Experience  in  the  Fortune  1,000  client  arena 

• The  ability  to  save  customers  up  to  20%  and 
improve  service  levels  by  integrating 
services 


ENTEX  Information  Services 
September  1996 


INPUT  1996.  Reproduction  prohibited. 


Page  9 of  9 


9 


INPUT 


Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program 


April  1998 

Enterprise  Networks  Group- 
Network  Services  & Support 


Contact  Information  for  U.K.  Network  Services: 
Jacki  Purneli 

Enterprise  Networks  Group 

1 Mount  Road 

Hanworth 

Middlesex 

TW13  6AR 

Phone:  0181  744  8000 

Fax:  0181  755  2828 

E-mail:  purnellj@enterprise-networks.co.uk 


The  following  profile  outlines  the  services  and 
support  offered  by  Enterprise  Networks  Group  for 
Network  Services  and  Support. 


Company  Background 

ENG  Limited,  trading  as  Enterprise  Networks  Group  (“ENG”),  was  established  in  May 
1997  as  the  result  of  a management  buy  out  of  a computer  service  business  which  had  been 
operating  since  the  mid  1980s.  ENG  is  a privately  owned  company  that  provides  services  to 
the  corporate  market  place.  The  company  is  accredited  and  authorized  by  the  leading 
network  vendors. 

With  five  offices  strategically  located  around  the  country,  services  are  provided  throughout 
the  U.K. 

Having  obtained  the  1S09002  accreditation  within  7 months  of  the  Company’s  formation, 
ENG  is  now  implementing  the  Investors  in  People  program. 
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Main  Activities 

ENG  provides  a comprehensive  ‘cradle  to  grave’  range  of  network  service;  this  includes, 
network  planning  and  design,  supply  and  implementation  and  network  support  and 
management. 

ENG’s  network  support  and  management  service  involves  the  comprehensive  support  of  the 
whole  of  a customer’s  network,  from  the  desktop  user  to  the  enterprise  network. 

With  a dedicated  network  control  center  combined  with  a field  support  team,  the  company 
is  able  to  provide  a blend  of  remote  and  on  site  monitoring,  management  and  support.  The 
ENG  support  solution  can  include  the  following  services: 

• Remote  Network  Management  (performance,  fault  and  configuration 
management) 

• Remote  Server  Management  (performance,  fault  and  configuration  management) 

• Desktop  Support 

• Hardware  Maintenance  Services 


Service  Offerings 

Through  its  predecessor  company,  the  business  has  been  involved  in  the  provision  of 
network  service  since  1988.  The  company’s  dedicated  network  control  center  was  set  up  in 
1993  to  provide  24-hour  network  monitoring  and  on-line  support  services.  This  facility 
enables  ENG  to  provide  proactive  fault  management,  performance  and  configuration 
management  services. 

Exhibit  1 


ENG’s  Network  Support  and  Management  Skills 


Service  Type 

% of  Revenue 

Competencies 

Network  Planning  and  Design  Services 

5% 

High 

Network  Implementation  Services 

15% 

High 

Network  Support  Services 

65% 

High 

Network  Management  Services 

15% 

High 

Source:  ENG 
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Vertical  Market  Competencies 

Exhibit  2 

ENG’S  Network  Support  and  Management  Revenues  by  Industry 


Vertical  Market 

%of 

Revenues 

Finance 

40% 

Retail 

20% 

Utilities 

5% 

Communications 

5% 

T ransport 

5% 

Business  Services 

5% 

Manufacturing 

20% 

Source:  ENG 


Exhibit  3 

Customer  Profiles  Network  Support  and  Management 


Customer 

Service  Provided 

BMP  Petroleum 

Remote  Network  Management 
24  Hour  Critical  Network  Support 
Proactive  Network  Fault  Management 
Performance  Reporting 

Sandaire 

Remote  Network  Management 
Local  and  Remote  Network  Support  Services 
Proactive  Network  Fault  Management 
Performance  Reporting 

Spillers 

Remote  Network  Support  Services 
Proactive  Network  Fault  Management 
Performance  Reporting 

Ockham 

Remote  Network  Management 
Local  and  Remote  Network  Support  Services 
Proactive  Network  Fault  Management 
Performance  Reporting 

Source:  ENG 


ENG  monitors  the  networks  for  all  of  the  above  customers  on  a 24-hour  basis. 

ENG  has  implemented  network  management  site  based  solutions  for  many  customers, 
including  organizations  such  as  Liberty  International  and  Pension  Store. 
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Strategic  Positioning 

Special  Strengths 

ENG  considers  the  following  points  to  be  its  special  strengths  in  the  network  service 
market: 

• A commitment  to  quality  combined  with  a customer  services  culture. 

• The  experience  and  expertise  of  its  technical  staff. 

• The  ability  to  provide  a ‘total’  network  support  solution,  combining  remote  on 
line  services  with  a U.K.  wide  field  service  and  on  site  support  capability. 

• Four  years  experience  and  track  record  in  the  delivery  of  remote  network  support 
and  management  services 

• Vendor  relationships  and  accreditations  from  the  major  manufactiirers 

• The  ability  to  provide  innovative  and  flexible  service  offerings  that  can  be 
tailored  to  meet  the  customer’s  requirements. 

Competition 

ENG  considers  its  main  competition  to  be; 

• Anite 

• Siemens  Nixdorf 

• Logical  Networks 

• Tertio 

• Computacenter 

• ICL  Sorbus 

• Computeraid 

Objectives 

For  the  future,  ENG  intends  to  enhance  and  further  develop  its  services  offering  with 
specific  focus  on  remote  network  services  and  the  delivery  of  enterprise  network 
management  solutions. 
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ENVOY  CORPORATION 

Two  Lakeview  Place 
15  Century  Boulevard 
Suite  600 

Nashville,  TN  37214 
Phone:  (615)885-3700 
Fax:  (615)885-1292 


Fred  C.  Goad,  Jr.,  President  and  CEO 
Public  Corporation,  NASDAQ 
Total  Employees:  193  (3/92) 

Total  Revenue,  Fiscal  Year  End 
12/31/91:  $30,019,000 


The  Company  ENVOY  Corporation,  founded  in  1981,  provides  point-of-sale 

(POS)  credit  card  verification,  check  guarantee,  and  cash 
management  transaction  processing  services  to  banks  that  remarket 
these  services  to  their  merchant  customers. 

• Since  May  1989,  ENVOY  has  also  supplied  electronic  capture 
and  transmission  of  pharmacy  insurance  claims  to  third-party 
payors  for  on-line  eligibility  verification  and  validation. 

• As  an  adjunct  to  its  transaction  processing  services,  ENVOY  also 
sells  company-designed  POS  terminals. 

In  May  1991,  ENVOY  made  an  initial  public  offering  of  two  million 
shares  of  common  stock,  of  which  one  million  were  sold  by  the 
company  and  one  million  by  selling  shareholders.  Net  proceeds  to 
the  company  from  the  sale  were  about  $8.7  million. 

ENVOY'S  1991  revenue  reached  $30.0  million,  a 9%  increase  over 
1990  revenue  of  $27.4  million.  Net  income  rose  62%,  from  $4 
million  in  1990  to  over  $6.5  million  in  1991.  A five-year  financial 
summary  follows: 
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ENVOY  CORPORATION 
FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1991 

1990 

1989 

1988 

1987 

Revenue 

$30.0 

$27.4 

$22.2 

$16.3 

$12.0 

• Percent  change 
from  previous  year 

10% 

23% 

37% 

36% 

86% 

Income  (loss)  before  taxes 
• Percent  change 

$6.7 

$4.1 

$2.5 

$0.9 

$(0.7) 

from  previous  year 

63% 

66% 

174% 

223% 

72% 

Net  income  (loss) 

• Percent  change 

$6.5 

$4.0 

$2.4 

$0.9 

$(0.7) 

from  previous  year 

62% 

66% 

168% 

223% 

72% 

Earnings  (loss)  per  share 
• Percent  change 

$0.61 

$0.42 

$0.25 

$0.10 

$(0.09) 

from  previous  year 

45% 

68% 

150% 

211% 

311% 

ENVOY  management  attributes  1991  results  to  the  following: 

• Processing  and  associated  support  services  revenue  increased 
$7.3  million,  or  35%,  while  hardware  sales  declined  nearly  73% 
to  $1.8  million,  reflecting  the  company's  planned  shift  away  from 
one-time  hardware  sales  as  ENVOY'S  customer  base  uses  the 
growing  variety  of  POS  devices. 

• The  costs  of  processing  services  as  a percent  of  processing 
services  revenues  declined  to  54%  in  1991,  from  60%  in  1990. 

Revenue  for  the  three  months  ending  March  31,  1992  reached 
nearly  $8  million,  a 23%  increase  over  $6.5  million  for  the  same 
period  in  1991.  Net  income  was  $901,000,  compared  to  $910,000  for 
the  same  period  a year  ago.  Total  transactions  for  the  first  quarter 
increased  28%  to  68.0  million,  from  53.3  million  a year  ago. 

Major  competitors  include  the  following: 

• Independent  processors:  Control  Data,  Sears  Payment  Systems, 
BT  North  America,  J.C.  Penney,  and  First  Data  Resources 
(American  Express) 

• Bank/merchant  affiliates:  NABANCO  (First  Financial 
Management  Corporation),  BuyPass  the  System  (CoreStates), 
and  National  Data  Corporation 

• Bankcard  associations:  MasterCard  and  VISA 
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Key  Products  and  Approximately  94%  of  ENVOY'S  1991  revenue  was  derived  from 
Services  transaction  processing  and  associated  support  services  and  6%  from 

the  sale  of  POS  terminals. 

A three-year  source  of  revenue  summary  follows: 


ENVOY  CORPORATION 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1991 

1990 

1989 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Processing  services 

$28.3 

94% 

$21.0 

77% 

$15.9 

72% 

Hardware  sales 

1.7 

6% 

6.4 

23% 

6.3 

28% 

TOTAL 

$30.0 

100% 

$27.4 

100% 

$22.2 

100% 

ENVOY  captures  transaction  data  electronically  at  the  point-of 
service,  delivers  the  data  to  the  appropriate  on-line  processor  for 
authorization  or  verification,  responds  back  to  the  user,  and  stores 
the  data  for  end-of-day  settlement  and  reporting. 

• The  system  automatically  stores  data  at  both  the  point-of-service 
and  host  computers  for  end-of-day  reconciliation,  settlement,  and 
reporting. 

• ENVOY'S  services  may  be  accessed  via  its  proprietary  POS 
terminals,  various  third-party  POS  terminals,  electronic  cash 
registers,  and  PC-based  systems. 

Financial  services  transactions  accounted  for  about  76%,  90%,  and 
98%  of  the  total  transactions  serviced  by  the  company  in  1991,  1990, 
and  1989,  respectively. 

• The  number  of  credit  card  transactions  serviced  by  ENVOY  was 
approximately  192  million  in  1991,  compared  to  168  million  in 
1990. 

• Services  provided  to  merchants  through  ENVOY'S  financial 
services  customers  include: 
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- Transaction  authorization,  data  capture,  and  settlement 
services  for  merchants  accepting  bank  and  travel  and 
entertainment  cards 

- Point-of-service  processing  for  ATM  cards  and  other  debit 
card  programs 

- Check  guarantee  and  verification  services  through 
organizations  such  as  TeleCheck  and  Telecredit 

- Batch  system  authorization,  data  capture,  and  settlement 
services  for  mail  order  merchants 

- Authorization,  data  capture,  and  settlement  services  for 
electronic  cash  registers  and  PC-based  systems  through  direct 
dial  or  host-to-host  interfaces 

- Specialty  applications,  including  tip  reporting  for  restaurants 
and  retention  of  cardholder  data  and  authorization  response 
for  checkout  in  hotel  applications 

• Clients  include  Bank  of  America,  Bay  Banks  Credit  Corp.,  CFC 
Financial  Services,  National  Westminster  Bank,  Old  Kent  Bank 
and  Trust,  Signet  Bank/Virginia,  and  Wells  Fargo  Bank. 

• Direct  customers  and/or  end  users  through  banks  include 
Bennigan's,  Brown  Shoe  Company,  Chi  Chi's,  Kobacker  Stores, 
Olive  Gardens,  Pennsylvania  Liquor  Control  Board,  Red  Lobster 
Restaurants,  State  of  Florida,  State  of  Virginia,  and  Steak  & Ale. 

ENVOY'S  current  principal  health  care  application  involves  the 
electronic  capture  and  transmission  of  pharmacy  insurance  claims 
to  third-party  payors  for  on-line  eligibility  verification  and 
adjudication.  Health  care  transactions  accounted  for  about  24%, 
10%,  and  2%  of  the  total  number  of  transactions  serviced  by 
ENVOY  during  1991,  1990,  and  1989,  respectively. 

• The  number  of  health  care  transactions  serviced  by  ENVOY 
grew  to  59.8  million  in  1991,  compared  to  19.2  million  in  1990 
and  3.0  million  in  1989. 

• The  company  provides  services  to  over  17,500  pharmacies, 
including  17  of  the  20  largest  chains,  as  well  as  other  health  care 
providers,  including  hospitals  and  physicians. 
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• Services  provided  include: 

- On-line  capture  and  transmission  of  data  to  third-party  payors 
for  eligibility  verification,  primarily  for  pharmacies  and  also 
for  hospitals  and  physicians 

- On-line  delivery  of  pharmacy  insurance  claims  to  third-party 
payors  for  real-time  settlement 

- Direct  link  to  approximately  1,300  third-party  payors  through 
a single  system  with  automatic  translation  to  the  required 
payor  format 

• On  December  31,  1991,  ENVOY  entered  into  a pilot  agreement 
with  Cigna  Healthplan,  Inc.  The  pilot  will  be  conducted  in  50  to 
200  physician  offices  beginning  March  1,  1992  and  will  include 
member  eligibility  verification  and  benefit  determination. 

- After  60  days,  the  pilot  will  be  expanded  to  include  referrals, 
encounters,  and  claims  submission,  along  with  member 
eligibility  verification. 

• ENVOY  has  a cooperative  marketing  agreement  with  the  Health 
and  Benefits  Division  of  Electronic  Data  Systems  (EDS).  The 
agreement,  formed  in  August  1990,  has  not  yet  produced  any 
revenues  for  ENVOY. 

• Clients  include  Fay's,  Jack  Eckerd  Corporation/Eckerd  Drugs  of 
Texas,  KMart,  Phar-Mor,  Revco  D.S.,  Walgreen  Company,  Wal- 
Mart  Stores,  and  Cigna  Healthplan. 

• ENVOY  is  developing  software  and  hardware  to  provide 
electronic  data  capture  and  point-of-service  management 
functions  for  health  care  claims. 

In  the  EDI  market,  ENVOY  is  developing  software  to  provide 
inventory  control  services  to  the  retail  merchandising  market. 

• ENVOY  has  developed  such  a system  for  the  apparel  industry 
and  has  pilot  programs  in  place  with  manufacturers  such  as 
Wrangler  (a  VF  Corporation  subsidiary)  and  Haggar 
Corporation. 

As  part  of  its  electronic  processing  services,  ENVOY  sells  and 
leases  ENVOY -designed  and  third-party  POS  devices. 

Pricing  for  ENVOY'S  services  is  tailored  to  specific  applications. 
Factors  that  affect  pricing  include  the  hardware  involved,  services 
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Industry  Markets 


Geographic 

Markets 


performed  (authorization,  data  capture,  summaries,  storage,  and 
retrieval),  type  of  transaction  (American  Express,  Visa, 

MasterCard,  etc.),  location,  reporting  requested,  and  volume. 

• ENVOY  generally  provides  services  to  its  customers  under 
contracts  having  terms  of  one  to  three  years. 

• Telephone  customer  support  and  hardware  maintenance  services 
are  also  available. 


Approximately  76%  of  ENVOY'S  1991  transaction  processing 
volume  was  derived  from  financial  institutions  and  24%  from  the 
health  care/retail  industry. 

• ENVOY'S  marketing  strategy  for  the  financial  services  market  is 
to  provide  transaction  processing  to  financial  institutions,  which, 
in  turn,  offer  services  to  their  customers.  ENVOY  does  not 
compete  with  acquiring  banks  by  purchasing  merchant  portfolios 
or  acting  directly  as  a settlement  agent  for  merchant  transactions. 

• ENVOY'S  marketing  strategy  for  the  health  care  market  is  to 
provide  transaction  processing  to  pharmacists,  hospitals, 
physicians,  software  vendors,  claims  processors,  and  third-party 
payors. 

ENVOY  derived  approximately  25%,  25%,  and  35%  of  its  total 
revenue  for  1991,  1990,  and  1989,  respectively,  from  servicing 
merchant  credit  card  transactions  processed  for  CFC  Financial 
Services,  Inc.,  a subsidiary  of  Pittsburgh  National  Bank. 

ENVOY  believes  the  market  for  electronic  transfer  of  federal  and 
state  government  benefits  (including  food  stamps,  welfare,  and 
social  security  benefits)  is  potentially  significant  but  largely 
undeveloped.  The  company  is  attempting  to  establish  contacts  with 
various  government  agencies  to  assist  in  developing  technical 
specifications  for  such  services. 


One  hundred  percent  of  ENVOY'S  revenue  is  derived  from  the  U.S. 
The  company's  only  office  is  in  Nashville. 
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ENVOY  has  nine  Stratus  Model  XA2000s  and  four  Data  General 
Model  MV  20000/30000S  installed  in  Nashville  in  support  of  its 
processing  services. 

The  company's  communications  network  consists  of  42  dedicated 
circuits,  31  T-1  facilities,  and  over  550  dial  modem  ports  that 
connect  POS  devices,  a variety  of  data  bases,  and  ENVOY'S  host 
computer  system. 

ENVOY  manages  multiple  leased-line  links  to  credit  card 
companies,  check  guarantee  companies,  third-party  payors,  and 
merchants. 

The  company  uses  various  nationwide  public  communications 
networks,  including  TYMNET,  SprintNet,  TCI,  AT&T,  and  MCI  to 
provide  access  to  virtually  all  potential  domestic  customers. 
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COMPANY  PROFILE 


ENVOY  CORPORATION  Fred  C.  Goad,  President  and  CEO 

Two  Lakeview  Place  Private  Corporation 

15  Century  Boulevard  Total  Employees:  150 

Suite  600  Total  Revenue,  Fiscal  Year  End 

Nashville,  TN  37214  12/31/89:  $22,000,000* 

(615)  885-3700 


‘INPUT  estimate 

The  Company 

Envoy  Corporation,  incorporated  in  1980,  provides  point-of-sale 
(POS),  credit  card  verification,  check  guarantee,  and  cash 
management  processing  services  to  banks  who  remarket  these 
services  to  their  retail  distributor  and  hotel  customers. 

INPUT  estimates  Envoy's  1989  revenue  reached  $22  million, 
compared  to  1988  revenue  of  $16.2  million.  Envoy  management 
attributes  the  company's  growth  to  the  expansion  of  its  client  base 
and  an  increase  in  terminal  installations. 

Key  Products  and 
Services 

Over  90%  of  Envoy's  1989  revenue  was  derived  from  transaction 
processing  services.  Less  than  10%  was  derived  from  systems 
integration  services. 

The  Envoy  system  provides  POS,  credit  card  verification,  check 
guarantee,  and  cash  management  processing  services. 

• Envoy's  POS  terminals,  used  for  authorization,  data  capture, 
and  data  reconciliation,  are  provided  to  Envoy's  processing 
customers.  There  are  currently  nearly  51,000  terminals 
installed  at  client  sites.  These  terminals  are  connected  to 
Envoy's  Data  Center  direct-dial  phone  systems. 

• Pricing  is  on  a cost-per-transaction  basis  and  is  determined  by 
factors  such  as  the  number  of  transactions  processed  and,  for 
banks,  the  number  of  merchants  involved. 

Envoy  has  recently  begun  providing  systems  integration  services  to 
certain  bank  clients. 

Envoy  has  approximately  200  clients. 

August  1990 
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One  hundred  percent  of  Envoy's  1989  revenue  was  derived  from 
commercial  banks,  who,  in  turn,  market  the  services  to  their 
various  customers. 


More  than  95%  of  Envoy  Corporation's  revenue  is  derived  from 
U.S.  markets.  Less  than  5%  of  revenue  is  derived  from  Canada. 

Envoy  has  clients  nationwide.  In  addition  to  its  Nashville 
headquarters.  Envoy  has  eight  sales  offices  across  the  U.S. 


Envoy  has  the  following  equipment  installed  in  support  of  its 
processing  services: 

- 2 Data  General  MV  20,000  MOD  II 

- 4 Data  General  MV  20,000  MOD  I 

- 3 Data  General  MV  10,000 

- 2 Data  General  MV  4000 

- 4 Stratus  XA  2000 
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COMPANY  PROFILE 


ENVOY  CORPORATION  Fred  C.  Goad,  President  and  CEO 

Two  Lakeview  Place  Private  Corporation 

15  Century  Boulevard  Total  Employees;  100 

Suite  600  Total  Revenue,  Fiscal  Year  End 


Nashville,  TN  37214 
(615)  885-3700 

12/31/88:  $16,250,000 

The  Company 

Envoy  Corporation,  incorporated  in  1980,  provides  point-of-sale 
(POS),  credit  card  verification,  check  guarantee,  and  cash 
management  processing  services  to  banks,  retail  distributors,  and 
hotels. 

Key  Products  and 
Services 

One  hundred  percent  of  Envoy's  1988  revenue  was  derived  from 
local  batch  and  remote  batch  processing  services. 

C 

The  Envoy  system  provides  POS,  credit  card  verification,  check 
guarantee,  and  cash  management  processing  services  to  banks, 
retail  distributors,  and  hotels. 

• Envoy's  POS  terminals,  used  for  authorization,  data  capture, 
and  data  reconciliation,  are  provided  to  Envoy's  processing 
customers.  There  are  currently  35,000  terminals  installed  at 
client  sites.  These  terminals  are  connected  to  Envoy's  Data 
Center  direct  dial  phone  systems. 

• Pricing  is  on  a cost  per  transaction  basis  and  is  determined  by 
factors  such  as  the  number  of  transactions  processed  and,  for 
banks,  the  number  of  merchants  involved. 

Envoy  Corporation  has  approximately  90  clients. 

Industry  Markets 

The  majority  of  1988  revenue  was  derived  from  commercial  banks. 
Envoy  Corporation  has  only  recently  begun  marketing  processing 
services  to  retail  distributors  and  hotels. 

Geographic 

Markets 

More  than  95%  of  Envoy  Corporation's  revenue  is  derived  from 
U.S.  markets.  Less  than  5%  of  revenue  is  derived  from  Canada. 

July  1989 
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Envoy  has  the  following  equipment  installed  in  support  of  its 
processing  services; 

- 2 Data  General  MV  20,000  MOD  II 

- 4 Data  General  MV  20,000  MOD  I 

- 3 Data  General  MV  10,000 

- 2 Data  General  MV  4000 

- 4 Stratus  XA  2000 
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ENVOY  CORPORATION 

565  Marriott  Drive 
Highland  Ridge  Office  Center 
Nashville,  TN  37210 
(615)  885-3700 


Fred  C.  Goad,  President  and  CEO 
Private  Corporation 
Total  Employees:  100 
Total  Revenue,  Fiscal  Year  End 
6/30/85:  $5,500,000* 


THE  COMPANY 

• Envoy  Corporation,  incorporated  in  1980,  provides  point-of-sale  (POS),  credit 
card  verification,  check  guarantee,  and  cash  management  processing  services 
through  the  Envoy  System  to  commercial  banks,  retail  distributors,  and  hotels. 

• In  1985  Envoy  Corporation  sold  two  divisions:  one  provided  the  Datascript 
product  for  pharmacies;  the  other  provided  computer  services  to  the 
government. 

• INPUT  estimates  Envoy's  revenue  for  fiscal  1985  was  $5.5  million. 

• Envoy  Corporation  had  100  employees  at  the  end  of  fiscal  1985.  Due  to  the 
company  reorganization,  the  company  currently  has  60  employees. 

KEY  PRODUCTS  AND  SERVICES 

• One  hundred  percent  of  Envoy's  fiscal  1985  revenue  was  derived  from  local 
batch  and  remote  batch  processing  services. 

• The  Envoy  System  provides  POS,  credit  card  verification,  check  guarantee, 
and  cash  management  processing  services  to  banks,  retail  distributors,  and 
hotels. 


Envoy's  POS  terminals,  used  for  authorization,  data  capture,  and  data 
reconciliation,  are  provided  to  Envoy's  processing  customers.  There 
are  currently  3,000  to  4,000  terminals  installed  at  client  sites.  These 
terminals  are  connected  to  Envoy's  Data  General  MV  10000  by  a direct 
dial  phone  system. 

Pricing  is  on  a cost  per  transaction  basis  and  is  determined  by  factors 
such  as  the  number  of  transactions  processed  and,  for  banks,  the 
number  of  merchants  involved. 

INDUSTRY  MARKETS 

• One  hundred  percent  of  fiscal  1985  revenue  was  derived  from  commercial 
banks.  Envoy  Corporation  has  only  recently  begun  marketing  processing 
services  to  retail  distributors  and  hotels. 


*1NPUT  estimate 


1 of  2 

March  1986 


©1986  by  INPUT.  Reproduction  Prohibited. 


INPUT 


ENVOY  CORPORATION 


• Envoy  Corporation  currently  has  50  clients. 
GEOGRAPHIC  MARKETS 


• More  than  95%  of  Envoy  Corporation's  revenue  is  derived  from  U.S.  markets. 
Less  than  5%  of  revenue  is  derived  from  Canada. 

COMPUTER  HARDWARE 

• Envoy  has  a Data  General  MV  10000  installed  in  support  of  its  processing 
services. 
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Cross  Industry;  Telecommunications  Services 


Equatorial  Communications 

300  Ferguson  Drive 
Mountain  View,  CA  94043 
(415)  969-9500 

CEO:  Edwin  B.  Parton,  President 
Public  Corporation  (1983) 

Founded:  1979 

Employees:  425 

Revenue  (FYE  12/31/85):  $56.1  million 


The  Company: 

Equatorial  provides  private  satellite  networks  to  large  corporations.  The 
company  claims  to  offer  savings  of  30-40%  over  conventional,  multidropped 
leased  lines,  with  lower  error  rates  than  voice  grade  lines. 

1985  revenues  increased  by  47%  to  $56.1  million  with  net  income  of  $1.8 
million.  This  represents  a decline  from  the  previous  year's  income  of  $5.7 
million  on  revenues  of  $38.3  million.  Declines  were  attributed  to  lower  than 
expected  sales  of  receive  only  earth  stations  and  higher  than  anticipated 
start-up  costs  associated  with  establishing  the  interactive  network. 

In  1984,  Equatorial  acquired  DMC  Systems,  Inc.  which  operates  a national 
distribution,  service,  and  maintenance  organization  for  terminals  to  consumer 
finance  and  retail  point-of-sale  applications. 

Key  Products  and  Services: 

In  1985,  Equatorial  announced  expansion  of  its  one-way  packet-switched 
satellite  network  to  two-way  services,  using  four-foot  transceiving  dishes. 

. The  service  is  designed  for  private  data  networks  hubbed  with  large 
central  computing  sites  and  a hundred  or  more  remote  sites. 

. The  system  is  primarily  intended  for  transaction  and  data  collection 
applications  such  as  financial,  process  monitoring,  and  control  and 
point-of-sale  and  field  office  administration. 

. One-way  services  are  used  for  information  distribution,  including 
financial  market  data. 
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. Network  capacity  is  sold  in  increments  of  9.6  Kbps,  with  data  reception 
possible  at  up  to  I 9.2  Kbps. 

Support  is  provided  for  SDLC,  Bysync,  PARS  F,  and  specialized  process 
control  protocols,  as  well  as  asynchronous  protocols. 

. Spread  spectrum,  C-band  technologies  are  used. 

Equatorial  has  distribution  agreements  with  at  least  two  Lotus  Development 
Corporation  authorized  dealers  for  sale  of  its  C-lOO  Satellite  Data  receiver 
along  with  Signal,  Lotus'  real-time  stock  market  pricing  system.  The  dealers 
are  Egghead  Discount  Software  and  Entre  Computer  Centers. 

In  addition  to  providing  packet-switched  satellite  services,  the  company 
manufactures  micro  earth  stations.  It  supplies  satellite  capacity  on  its  16 
transponders  on  the  Westar  IV  and  Galaxy  Ml  satellites,  and  supports  the 
networks  through  its  control  center. 

The  company  has  over  1,000  earth  station  installations  in  36  states  and  has 
sold  over  30,000  micro  earth  stations. 

Target  Markets: 

Among  Equatorial's  users  are  insurance  agents  and  claims  offices,  consumer 
finance  offices,  banks  for  ATM  applications,  utilities  needing  process  control 
applications,  news,  and  financial  data  base  distributors. 

Clients  include  Burlington  Coat  Factory  Warehouse  Corporation,  the  National 
Weather  Service  (for  distribution  of  weather  maps),  Hughes  Communications 
Galaxy,  Inc.,  the  Australian  state  of  Queensland,  the  Mexican  government, 
Reuters,  Ltd.,  United  Press  International,  Farmers  Insurance  Group,  Farmland 
Industries,  Inc.,  Lotus  Development  Corporation  (for  the  Signal  financial 
market  information  service),  the  Comtrend  Division  of  ADP,  Inc.,  Telerate 
Systems,  Inc.,  Dow  Jones  & Company,  and  the  New  York  Stock  Exchange. 

Geographic  Markets: 

The  majority  of  Equatorial's  revenue  is  from  U.S.-based  services  and  sales. 

The  company  has  entered  agent  agreements  in  Australia,  Canada,  and  the 
Pacific  Basin,  and  was  granted  FCC  authority  for  transborder  services  to 
Mexico,  Canada,  and  several  Caribbean  nations. 

The  company  maintains  six  area  offices  and  63  field  service  locations. 

Significant  Events: 

In  October  1986,  the  company  dismissed  127  employees,  or  about  23%  to  cut 
costs  and  improve  its  financial  situation.  It  also  retained  Goldman,  Sachs  & 
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Company  to  advise  on  several  financial  alternatives  such  as  equity  infusion, 
restructuring  debt,  or  sale  of  assets.  The  company  said  it  is  refocusing  its 
sales  and  marketing  efforts  to  take  advantage  of  expansion  opportunities. 
Edwin  B.  Parton,  a founder,  replaced  Denn  T.  Mack  who  resigned  as  president. 

In  June  1986,  the  company  announced  a 5%  administrative  workforce  layoff 
and  put  180  workers  in  its  manufacturing  operations  on  a reduced  schedule. 

In  1985,  Martin  Marietta  Corporation  purchased  a 24%  equity  position  in  the 
company  for  approximately  $50  million. 
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Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


May  1996 


Equifax  Inc. 


Chairman:  C.B.  Rogers,  Jr. 

President  & CEO:  D.W.  McGlaughlin 
1600  Peachtree  Street,  N.W. 

Atlanta,  GA  30309 

Phone:  (404)  885-8000 

Fax:  (404)  885-8682 

Internet:  http://www.equifax.com 


Status: 

Employees: 

Revenue: 

Fiscal  Year  End: 


Public 
14,200  (1/96) 
$1 ,622,958 
12/31/95 


Key  Points 

• Equifax  provides  a range  of  services  related 
to  credit  reporting,  check  authorization, 
credit  and  debit  card  processing,  insurance 
underwriting,  and  health  care. 

• In  January  1996,  Equifax  changed  its 
organizational  structure,  consolidating  four 
product  groups  to  three:  Financial  Services, 
Insurance  Services,  and  Healthcare 
Information  Services. 


• On  January  1,  1996,  Daniel  W. 

McGlaughlin,  President,  assumed  the  post  of 
CEO  from  C.B.  “Jack”  Rogers,  Jr.,  who 
remains  with  the  company  as  Chairman. 

• During  1995,  Equifax  made  five  acquisitions, 
as  described  in  the  Acquisitions  section,  for  a 
combined  purchase  price  of  $28.2  million. 

• In  December  1995,  the  company  also 
increased  its  ownership  of  DICOM  S.A.  from 
25%  to  50%,  for  a cost  of  $11.5  million. 

• In  July  1995,  Equifax  entered  into  an 
agreement  to  provide  the  first  automated 
credit  reporting  services  in  Portugal. 

• In  March  1995,  the  Equifax  Healthcare 
Information  Services  group  was  established. 
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Company  Description 

Equifax  Inc.,  founded  in  1899  as  a credit 
reporting  agency,  provides  decision  support 
information  and  services  for  customer-driven 
business  transactions  in  the  U.S.,  Canada,  the 
U.K.,  Europe,  and  South  America. 

The  company  is  a leading  provider  of 
information  services  that  help  grant  credit, 
authorize  and  process  credit  card  and  check 
transactions,  market  products,  insure  lives 
and  property,  and  control  health  care  costs. 

In  December  1995  the  company  split  the  stock 
two  for  one.  During  1995,  Equifax 
repurchased  approximately  6,847,000  shares 
of  stock  at  a cost  of  $132,668,000. 

Organization  and  Structure 

Equifax  Inc.,  headquartered  in  Atlanta  (GA), 
is  structurally  a holding  company  for  its 
corporate  subsidiaries  that  conduct  the  actual 
operations  of  the  company.  The  individual 
business  areas  of  the  company  are  conducted 
on  a profit  center  basis  with  self-contained 
functional  integrity,  while  Equifax  Inc. 
continues  to  supply  centralized  overall 
financial,  legal,  public  relations,  and  tax 
services. 

In  1995,  the  company  was  organized  into  four 
major  service  groups — the  Financial 
Information  Services  group,  the  Insurance 
Information  Services  group,  the  International 
Operations  group,  and  the  General 
Information  Services  group. 

In  January  1996,  Equifax  altered  its 
organizational  structure  in  order  to  maximize 
the  company’s  international  development 
while  improving  customer  service  and  product 
innovation.  The  reorganization  eliminated  the 
International  Operations  group  and  gave 
responsibility  for  international  marketing  and 


expansion  activities  to  the  company’s  three 
respective  business  product  groups: 

• Financial  Services  Group  is  a diverse  set  of 
businesses  providing  the  world’s  largest 
consumer  credit  information  service,  and 
processing  and  computer  software  support 
for  credit  card,  debit  card,  and  check 
transactions.  This  group  includes  the  Credit 
Services  and  Payment  Services  divisions. 

- Credit  Services’  primary  business  is 
consumer  credit  information;  it  also 
provides  decision  support  and  credit 
management  services. 

• The  U.S.  Credit  Services  division  is 
comprised  of  five  units — Credit 
Reporting,  Decision  Systems,  Mortgage 
Information,  Risk  Management,  and 
Equifax  National  Decision  Systems. 

• Equifax  Canada  is  comprised  of  three 
divisions — Consumer  & Business  Credit 
Reporting,  Decision  Solutions,  and  Risk 
Management. 

• Equifax  Europe  offers  services  through 
five  divisions — Information  Services, 
Marketing  Services,  Decision  Solutions, 
HPI-Equifax,  and  Infocheck-Equifax. 

• Credit  services  are  provided  in  Spain  and 
Portugal  through  the  compands  joint 
venture  with  ASNEF,  a consortium  of 
financial  organizations.  Marketing 
services  in  Ireland  are  provided  through 
AN  POST. 

- The  Pa3ment  Services  division  was  formed 
in  July  1995  and  is  comprised  of  three 
units:  Card  Services,  Check  Services,  and 
FBS  Software. 

• Equifax  Card  Services  provides  high- 
volume  transaction  processing  through- 
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out  the  U.S.  It  is  the  largest  full-service 
Visa  and  MasterCard  processing  unit, 
and  is  dedicated  to  supporting  small  and 
medium-sized  financial  institutions. 

• Equifax  Check  Services  provides  check 
authorization  and  guarantee  services, 
primarily  for  retail  industries. 

• FBS  Software  develops,  markets,  and 
supports  software  products  for  credit 
card,  merchant,  and  collection 
processing. 

• Canada  Cheque  Services  is  the  largest 
check  guarantee  service  in  Canada. 

• Transax  is  the  largest  check  guarantee 
service  outside  the  U.S.,  with  operations 
in  the  U.K.,  Ireland,  France,  Australia, 
and  New  Zealand. 

• Equifax  is  continuing  to  migrate  from 
check  guarantee,  which  has  been  its  core 
product,  to  authorization  services. 

• Insurance  Information  Services  works  with 
customers  to  integrate  risk  management 
information  into  their  decision-making 
processes.  Services  are  provided  through 
five  key  areas  of  competency:  Data  Services, 
Medical  Products,  Investigative  Services, 
Commercial  Services,  and  Systems 
Integration. 

- This  group  provides  risk  management  and 
fraud  prevention  information  to  the 
insurance  industry  in  the  U.S.  and  the 
U.K. 

- Automated  and  professional  services  are 
provided  to  life  and  health,  property  and 
casualty,  and  commercial  insurers  for  both 
claims  and  underwriting  purposes. 


- Programming  Resources  Company  (PRC) 
is  an  applications  software  development 
company  in  the  property  and  casualty 
market. 

- Osborn  Laboratories  provides  risk 
assessment  testing  to  the  life  and  health 
insurance  industry  worldwide. 

• Healthcare  Information  Services  focuses  on 
Healthcare  Administrative  Services, 
Healthcare  EDI  Services,  Healthcare 
Analytical  Services,  and  Database  Services 
(Medical  Credentials  Verification  Services). 

Equifax  has  five  reporting  industry  segments 
that  generally  follow  the  company’s  internal 
management  organization,  and  are  based  on 
similarities  in  product  lines  and  industries 
served: 

• Credit  Services,  part  of  the  Financial 
Services  Group,  is  comprised  of  Credit 
Reporting,  Decision  Systems,  Risk 
Management,  Equifax  National  Decision 
Systems,  and  Mortgage. 

- The  principal  class  of  service  for  this 
segment  is  informational  services  for 
consumer  credit  report  purposes. 

- This  industry  segment  includes  Equifax 
Credit  Information  Services,  Inc.  and  its 
wholly  owned  subsidiary.  Credit 
Northwest  Corporation,  and  Equifax 
Marketing  Decision  Systems,  Inc. 

- In  the  fourth  quarter  of  1995,  Eqxiifax 
changed  its  segment  reporting  structure 
by  moving  the  Equifax  National  Decision 
Systems  business  unit  from  the  General 
Information  Services  segment  to  the 
Credit  Services  segment. 
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- In  1995,  this  group  contributed 
approximately  32%  of  Equifax’s  total 
revenue. 

• Payment  Services,  also  a part  of  Financial 
Services,  consists  of  Check  Services,  Card 
Services,  and  FBS  Software. 

- The  principal  class  of  service  for  this 
segment  is  check  guarantee,  credit  card 
processing,  and  check  verification  services. 

- This  industry  segment  includes  Equifax 
Payment  Services,  Inc.  and  its  wholly 
owned  subsidiary  Equifax  Check  Services, 
Inc.,  Equifax  Card  Services,  Inc.,  Light 
Signatures,  Inc.,  Financial  Insurance 
Marketing  Group,  Inc.,  and  First  Bankcard 
Systems,  Inc. 

- In  1995,  this  group  contributed 
approximately  17%  of  Equifax’s  total 
revenue. 

• Insiirance  Services  consists  of  Field  Services 
(which  includes  Medical  Products, 
Employment  Services,  Business  Services, 
and  Claims  Services),  Data  Services,  and 
Commercial  Specialists. 

- The  principal  class  of  service  for  this 
segment  is  providing  information  for 
insurance  underwriting  purposes. 

- This  segment  consists  of  various  business 
imits  of  Equifax  Services  Inc.,  Osborn 
Laboratories,  Inc.,  The  Kit  Factory,  Inc., 
Mid- American  Technologies,  Inc.,  and 
Programming  Resources  Company. 

- In  1995,  this  group  contributed 
approximately  32%  of  Equifax’s  total 
revenue. 

• International  Operations  consists  of  Credit 
Services  and  Payment  Services  operations  in 


Europe  and  Canada  as  well  as  Credit 
Services’  joint  ventures  in  Europe  and  South 
America. 

- The  principal  class  of  service  for  this 
segment  is  consumer  credit  reporting. 

- This  industry  segment  consists  of  Acrofax 
Inc.;  Equifax  Canada  Inc.  and  its  wholly 
owned  subsidiaries  Equifax  Canada  (AFX) 
Inc.  and  Telcredit  Canada,  Inc.;  Equifax 
Europe  (U.K.)  Ltd.;  Equifax  Europe  Ltd., 
UAPT-Infolink  pic;  Equifax  South 
America,  Inc.;  and  TecniCob,  S.A.  Also 
included  in  this  segment  are  Transax 
(50.1%  owned),  Scorex  (U.K.)  Ltd.  (49% 
owned),  ASNEF-Equifax  (49%  owned), 
Organizacion  Veraz  (33.3%  owned),  and 
DICOM  (50%  owned). 

- In  1995,  this  group  contributed 
approximately  13%  of  Equifax’s  total 
revenue. 

• General  Information  Services  comprises  the 
newly  acquired  health  care  operations, 
development  projects,  marketing  services 
operations,  and  HISI,  the  lottery  subsidiary. 

- The  principal  class  of  service  for  this 
segment  is  providing  health  care 
information  services. 

- This  segment  includes  Equifax  Healthcare 
Information  Services,  Inc.,  Equifax 
Healthcare  EDI  Services,  Inc., 
HealthChex,  Inc.,  Health  Economics 
Corporation,  Equifax  Government  & 
Special  Systems,  Inc.,  and  High  Integrity 
Systems,  Inc. 

- In  the  fourth  quarter  of  1995,  the  National 
Decision  Systems  business  unit  began 
reporting  to  the  Credit  Services  segment. 
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- In  1995,  this  group  contributed 
approximately  6%  of  Equifax’s  total 
revenue. 

Company  Strategy 

Equifax  is  committed  to  global  information 
leadership  for  the  Information  Age.  The 
company’s  goals  are  market  share  leadership 
in  each  market  that  it  serves;  technological 
leadership  by  being  the  new-product  leader; 
and  superior  financial  performance  by 
creating  shareholder  value. 

The  company’s  strategy  for  obtaining  global 
information  leadership  is  through 
transformational  change.  To  this  end,  EquifEix 
has  created  a decentralized  organization, 
increasing  response  time  and  raising  customer 
satisfaction  levels. 

The  company  continues  to  expand  and 
diversify  through  internal  development  and 
strategic  acquisitions,  with  an  emphasis  on 
global  expansion.  In  1995,  global  expansion 
was  achieved  through  capitalizing  on  existing 
ventures  and  acquisitions.  Equifax  Insurance 
Services,  remaining  committed  to  building 
strategic  alliances  that  will  expand  the  reach 
of  its  products,  participated  in  an  alliance  to 
extend  its  access  to  the  automobile  and 
property  insurance  industries. 

The  company’s  reorganization  in  January 
1996  is  designed  to  maximize  its  international 
development  while  improving  customer 


service  and  product  innovation.  Equifax  feels 
that  the  change  in  organizational  structure 
will  strengthen  the  company’s  international 
focus  by  placing  emphasis  for  international 
expansion  within  the  specific  product  groups. 

Financials 

Total  1995  revenue  reached  $1.62  billion,  a 
14%  increase  over  1994  revenue  of  $1.42 
billion.  Net  income  rose  23%,  from  $120.3 
million  in  1994  to  $147.7  million  in  1995. 

A five-year  financial  summary  appears  on  the 
following  page. 

• Acquisitions  and  divestitures  increased  1995 
operating  revenue  by  approximately  3%. 

• During  the  fourth  quarter  of  1995,  Equifax 
received  a $25  million  payment  from  the 
California  State  Lottery  in  connection  with 
the  reinstatement  of  the  lottery  contract 
with  HISI.  This  payment  was  partially 
offset  by  certain  expenses  associated  with 
the  contract,  resulting  in  a net  gain  of  $19.7 
million. 

• During  the  fourth  quarter  of  1995,  Equifax 
also  provided  for  restructuring  charges  of 
$19.6  million. 

Revenue  growth  in  1996,  excluding  any 
acquisitions,  is  expected  to  be  lower  than  that 
of  1995  or  1994,  due  to  the  full-year  impact  of 
1995  acquisitions. 
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Equifax  inc. 

Five-Year  Financiai  Summary 


($  Millions,  except  per-share  data) 


Fiscal  Year 

Item 

1995 

1994 

1993 

1992 

1991 

Revenue 

$1 ,622.9 

$1 ,422.0 

$1,217.2 

$1,134.3 

$1,093.8 

• Percent  change  from 
previous  year 

14% 

17% 

7% 

4% 

1% 

Income  before  taxes  and 

$249.2 

$207.5 

$112.0 

$144.8 

$93.5 

accounting  changes  (a) 

• Percent  change  from 
previous  year 

20% 

85% 

(23%) 

55% 

(17%) 

Net  income 

$147.7 

$120.3 

$63.5 

$85.3 

$5.1 

• Percent  change  from 
previous  year 

23% 

89% 

(26%) 

1572% 

(b) 

(92%) 

Earnings  per  share  (c) 

$0.98 

$0.81 

$0.42 

$0.52 

$0.03 

• Percent  change  from 
previous  year 

21% 

93% 

(19%) 

16% 

(b) 

(92%) 

(a)  Includes  charges  of  $48.4  million  in  1993  for  the  write-down  of  HISI  assets  and  $32.0  million  in  1991 
associated  with  restructuring. 

(b)  Includes  a charge  of  $49.0  million  ($0.30  per  share)  due  to  the  SFAF  No.  106  accounting  change. 

(c)  Restated  to  reflect  two-for-one  stock  split  in  1995. 


Revenue  Analysis  by  Product ! Service 

During  1995,  approximately  32%  of  Equifax’s 
revenue  was  derived  from  Credit  Services, 

17%  from  Payment  Services,  32%  from 
Insurance  Services,  13%  from  International 
operations,  and  6%  from  General  Information 
Services. 

A three-year  source  of  revenue  summary  is 
shown  on  the  following  page. 

• Credit  Services’  revenue  increased  7.6%  in 
1995,  compared  to  11.4%  in  1994. 

- Revenue  growth  in  1995  was  primarily  due 
to  increases  in  the  prescreening  business 
for  credit  card  issuers,  as  well  as  volume 
growth  in  the  utilities,  mortgage,  national 
credit  card,  and  automotive  industries. 


- Risk  Management  Services  revenue 
increased  11.5%  as  a result  of  new 
outsourcing  customers  in  the 
telecommunications  and  national  credit 
card  industries,  as  well  as  increased 
government  student  loan  business. 

- Mortgage  Services  revenue  decreased 
14.9%,  despite  an  unusually  high  level  of 
activity  in  the  mortgage  lending  industry 
during  the  last  several  months  of  the  year 
due  to  falling  interest  rates. 
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- The  Credit  Services  segment’s  principal 
class  of  service  is  informational  services  for 
consumer  credit  report  purposes.  This 
class  of  service  accounted  for  19%  of 
Equifax’s  total  operating  revenue  in  1995, 
20.9%  in  1994,  and  23.6%  in  1993. 


- During  the  fourth  quarter  of  1995,  Credit 
Services  recorded  restructuring  charges  of 
$3.2  million  in  connection  with  the 
consolidation  of  offices  and  reduction  in 
staffing. 


Equifax,  Inc. 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Product/Service 

Revenue 

Percent  of 

Revenue 

Percent  of 

Revenue 

Percent  of 

$ 

Total 

$ 

Total 

$ 

Total 

Credit  Services(a) 

$512.7 

32% 

$476.4 

34% 

$427.8 

35% 

Payment  Services 

284.4 

17% 

246.6 

17% 

210.4 

17% 

Insurance  Services 

516.9 

32% 

453.4 

32% 

396.5 

33% 

International  Operations 

211.0 

13% 

143.4 

10% 

97.3 

8% 

General  Information  Services(a) 

97.9 

6% 

102.2 

7% 

85.2 

7% 

Total 

$1,622.9 

100% 

$1,422.0 

100% 

$1,217.2 

100% 

(a)  Figures  prior  to  1995  are  restated  to  reflect  the  change  in  revenue  reporting  of  the  National  Decision 
Systems  business  unit  from  General  Information  Services  to  Credit  Services  in  August  1995. 


• Pa3onent  Services  revenue  increased  15%  in 

1995,  compared  with  17%  in  1994. 

- The  acquisitions  of  First  Security 
Processing  Services  (FSPS)  and  FBS 
Software  accounted  for  3.8%  of  the 
increase  in  1995. 

- Check  Services’  revenue  increased  4.5%  in 
1995,  compared  to  an  8%  increase  in  1994. 

- Card  Services’  revenue  grew  24.6%  in 
1995,  compared  to  18%  growth  in  1994 
(excluding  FSPS).  Growth  in  1995  was 
attributed  to  increased  cardholder 
accounts  processed  from  new  customers,  as 
well  as  growth  in  existing  cardholder  and 
merchant  transactions. 


- The  Pa3rment  Services  segment’s  principal 
class  of  service  is  check  guarantee  and 
check  verification  services.  This  class  of 
service  accounted  for  8.6%  of  the 
company’s  total  operating  revenue  in  1995, 
compared  to  9.3%  in  1994  and  10.1%  in 
1993. 

- Equifax  expects  strong  growth  in  the  Card 
Services  area  in  1996  from  a growing 
customer  base  and  an  increase  in  IBAA 
and  CSCU  organization  member  banks 
and  credit  unions. 

- Payment  Services  expects  a modest 
increase  in  1996  revenue,  despite  an 
anticipated  decline  in  Check  Services 
revenue. 
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• Insurance  Services’  revenue  increased  14% 

in  1995,  compared  to  14.3%  in  1994. 

- Revenue  growth  in  1995  was  attributed  to 
the  improved  performance  of  all  business 
emits,  acquisitions,  and  increased  Motor 
Vehicle  Records  (MVR)  registry  revenue. 

- Field  Services’  revenue  increased  3.1%, 
compared  to  a decline  of  $3  million  in 
1994.  Growth  in  1995  was  attributed  to 
increased  market  share  in  Medical 
Products  and  continued  growth  outside  the 
traditional  customer  base  in  Employment 
and  Business  Services. 

- Data  Services’  revenue  increased  $5.7 
million  for  1995  as  a result  of  increased 
volume  in  most  product  lines  and  higher 
market  share. 

- MVR  registry  revenue  increased  $19.8 
million  in  1995  due  to  continued  growth  in 
MVR  units. 

- Commercial  Specialists’  revenue  increased 
5.7%  in  1995. 

- The  Insurance  Services  segment’s 
principal  class  of  service  is  providing 
information  for  insurance  xmderwiiting 
purposes.  This  class  of  service  accounted 
for  26.4%  of  the  company’s  total  operating 
revenue  in  1995,  25.9%  in  1994,  and  25.8% 
in  1993. 

• International  Operations’  revenue  increased 

47.2%  during  1995,  compared  to  revenue 

growth  of  47.4%  in  1994. 

- Revenue  growth  in  1995  was  attributed 
primarily  to  significant  acquisition 
activity,  accounting  for  42.7%  of  the  1995 
revenue  increase. 


- Canadian  revenue,  exclusive  of 
acquisitions  and  the  divestiture  of  the  field 
services  insurance  products  business,  fell 
2.2%.  This  was  due  to  lower  revenue 
within  Credit  Reporting  Services  as  a 
result  of  increased  competition  and  a 
slower  Canadian  economy. 

- The  European  operations  revenue  increase 
of  12%  in  1995  (excluding  acquisitions) 
was  attributed  to  market  share  gains  in 
Credit  Services. 

- The  International  Operations  segment’s 
principal  class  of  service  is  consumer  credit 
reporting.  This  class  of  service  accoimted 
for  6.3%  of  the  company’s  total  operating 
revenue  in  1995,  6.2%  in  1994,  and  6%  in 
1993. 

- During  the  fourth  quarter  of  1995,  the 
company  recorded  a restructuring  charge 
of  $1.7  million  within  Canadian  operations 
to  reduce  staffing  and  other  fixed 
expenses. 

• General  Information  Services’  revenue  fell 

4%  during  1995,  compared  to  an  increase  of 

approximately  20%  in  1994. 

- The  revenue  decline  in  1995  was 
attributed  to  the  divestitures  of  two  of  the 
company’s  marketing  companies  during 
the  third  quarter. 

- Excluding  the  effects  of  noncomparable 
acquisitions  and  the  two  divestitures. 
General  Information  Services’  revenue 
increased  8.3%  in  1995,  with  Healthcare 
Information  Services  increasing  6.4%. 

- Losses  were  attributed  to  higher  expenses 
associated  with  the  integration  of 
acquisitions  as  well  as  to  lower  than 
expected  Medical  Credentials  Verification 
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Service  (MCVS)  revenues  as  a result  of 
slower  than  anticipated  market 
acceptance. 

- The  General  Information  Services 
segment’s  principal  class  of  service  is 
providing  health  care  information  services. 
This  class  of  service  accormted  for  4%  of 
the  company’s  total  operating  revenue  in 
1995,  compared  to  3.9%  in  1994  and  3.2% 
in  1993. 

- The  company  recorded  a restructuring 
charge  of  $4.4  million  during  the  fourth 
quarter  in  order  to  reduce  staffing  within 
Healthcare  Information  Services,  and  to 
write  off  a discontinued  product  line. 

Interim  Results 

Revenue  for  the  first  quarter  ending  March 
31,  1996  reached  $423.0  million,  a 10% 
increase  over  $384.2  million  for  the  same 
period  in  1995.  Net  income  for  the  period  rose 
25%,  from  $29.5  million  to  $36.8  million  in 
1996. 

• Financial  Services’  revenue  for  the  period 
increased  16%  year  to  year,  to  $264.9 
million. 

- Credit  Services’  revenue  increased  16%, 
primarily  due  to  the  growth  in  Credit 
Reporting  Services,  Credit  Marketing 
Services,  and  Risk  Management.  Credit 
Reporting  Services’  revenue  reflected 
strong  demand  in  the  financial, 
automotive,  mortgage,  and  utilities 
industries. 

- Payment  Services’  revenue  increased  18%, 
led  by  strong  growth  in  Card  Services  and 
FBS. 

• International  Operations  revenue  increased 
12%,  led  by  25%  revenue  growth  in 
European  operations. 

Equifax  Inc. 

May  1996 


• Insurance  Services  Group  revenue  rose  7%, 
due  in  part  to  the  strong  performance  of 
Data  Services,  CUE  U.K.,  and  Osborn  Labs. 

• The  company’s  financial  results  for  the 
period  also  reflect  the  recording  of  $5  million 
in  revenue  in  connection  with  its  High 
Integrity  Systems,  Inc.  (HISI)  subsidiary’s 
lottery  subcontract. 

• General  Information  Services’  operating 
income  was  $3.2  million,  compared  to  a loss 
of  $1.5  million  during  the  same  period  in 
1995. 

Market  Financials 

Equifax’s  information  services  revenue  is 
derived  from  the  insurance,  banking  and 
finance,  retail,  and  health  care  industries,  as 
well  as  credit  agencies  and  brokers.  The 
company  provides  more  than  100,000 
businesses  with  a variety  of  information 
solutions. 

• The  Credit  Services  segment’s  consumer 
credit  report  services  are  provided  to 
retailers,  banks,  financial  institutions, 
petroleum  companies,  travel  and 
entertainment  card  companies,  auto  finance, 
and  leasing  firms. 

• The  Payment  Services  segment  provides 
check  guarantee,  verification,  and  credit 
card  processing  services  to  national  and 
regional  retail  chains,  banks,  credit  imions, 
savings  institutions,  automobile  dealers  and 
rental  companies,  and  hotels  and  motels. 

• The  Insurance  Services  segment’s 
information  services  are  provided  to  major 
life  and  health  insurance  companies,  as  well 
as  to  property  and  casualty  insurance 
companies. 
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• The  International  Operations  segment 
provides  consumer  credit  reporting  and 
other  financial  services. 

• The  General  Information  Services  segment’s 
health  care  information  services  are 
provided  to  hospitals,  physicians,  managed 
care  organizations,  health  plan  managers, 
insurers,  purchasers  and  payers  of  group 
health  coverage,  and  governmental  agencies. 


Geographic  Markets 

Approximately  87%  of  Equifax’s  1995  revenue 
was  derived  from  the  U.S.,  5%  from  Canada, 
and  8%  from  Europe. 

A three-year  geographic  source  of  revenue 
summary  is  shown  below. 


Equifax,  Inc. 

Three-Year  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

1995 

1994 

1993 

Item 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$1,405.6 

87% 

1 ,277.2 

90% 

$1,119.9 

92% 

Canada 

78.9 

5% 

78.3 

5% 

76.3 

6% 

Europe 

138.4 

8% 

66.5 

5% 

21.0 

2% 

Total 

$1,622.9 

100% 

$1 ,422.0 

100% 

$1,217.2 

100% 

Acquisitions 

During  1995,  Equifax  made  five  acquisitions 
that  were  accounted  for  as  purchases,  and  had 
an  aggregate  purchase  price  of  $28.2  million. 

• In  July  1995,  Equifax  purchased  TecniCob 
S.A.,  a Paris-based  provider  of  UNIX-based 
credit  card  processing  solutions  for  financial 
institutions  worldwide.  TecniCob  is  now 
owned  by  Eqmfax  Europe  (U.K.)  Ltd.,  and  is 
included  in  the  Pa3Tnent  Services  segment. 

• In  July  1995,  Equifax  also  acquired  The 
Infocheck  Group  Limited,  a provider  of 
commercial  credit  referencing  services  in  the 
U.K.  Headquartered  in  Godmersham, 
Canterbury,  it  too  is  owned  by  Equifax 
Europe  (U.K.)  Ltd.,  and  reports  through  the 
International  Operations  segment. 


• In  April  1995,  the  company  purchased  Glen 
Ellyn  (IL)-based  UCB  Services,  Inc.,  a 
provider  of  mortgage  credit  reports.  This 
operation  is  owned  and  operated  by  Equifax 
Credit  Information  Services,  Inc.,  and  is  part 
of  the  Credit  Services  segment. 

• In  March  1995,  Equifax  acquired  Medical 
Review  Systems,  L.P.,  a health  care  cost 
containment  company  based  in  Atlanta 
(GA).  This  business  is  operated  by  Equifax 
Healthcare  Information  Services,  Inc.,  and  is 
included  in  the  General  Information  Services 
segment. 

• In  February  1995,  the  company  purchased 
Vallance  and  Associates,  Inc.,  a Westerville 
(OH)-based  commercial  inspection  services 
company.  This  operation  is  owned  and 
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operated  by  Equifax  Services  Inc.,  and  is  a 
part  of  the  Insurance  Services  segment. 

During  1995,  through  its  subsidiary  Equifax 
South  America,  Inc.,  the  company  also 
increased  its  ownership  of  DICOM  S.A.  from 
25%  to  50%,  for  a cost  of  $11.5  million. 

DICOM  S.A.  is  a Chilean  credit  reporting 
company  headquartered  in  Santiago,  Chile, 
providing  credit  information  services  in  Chile, 
Colombia,  and  Peru. 

Divestitures 

During  the  third  quarter  of  1995,  Equifax  sold 
its  two  market  research  subsidiaries  in  the 
General  Information  Services  segment,  in 
order  to  focus  more  on  Equifax’s  core 
businesses.  The  sales  resulted  in  combined 
cash  proceeds  of  approximately  $14.9  million. 

• Elrick  & Lavidge  was  sold  to  InterServ,  an 
Atlanta  marketing  research  firm. 

• Quick  Test,  a company  specializing  in 
shopping  center  marketing  interviews,  was 
sold  to  a private  investor. 

During  the  second  quarter  of  1995,  the 
company  sold  its  Canadian  field  services 
insurance  products  business. 

Employees 

As  of  December  31,  1995,  Equifax  had 
approximately  14,200  employees. 

Currently,  the  company  has  approximately 
14,100  employees. 

Key  Products  and  Services 

Products  and  services  provided  by  each  service 
group  are  as  follows: 

Equifax  Financial  Services 

The  Credit  Services  Segment  consists  of 

Equifax  Credit  Information  Services,  Inc., 


Credit  Northwest  Corporation,  Equifax 
Marketing  Decision  Systems,  Inc.,  and,  as  of 
the  fourth  quarter  of  1995,  includes  the 
National  Decision  Systems  business  imit. 

• Credit  Services’  primary  service  is  consumer 
credit  information.  It  also  offers  decision 
support  and  credit  management  services 
designed  to  fit  the  needs  of  each  specific 
customer. 

• Systems  and  services  include  consumer 
credit  reporting  information,  credit  card 
marketing  services,  risk  management  and 
collection  services,  locate  services,  fraud 
detection  and  prevention  services,  mortgage 
loan  origination  information  and  PC-based 
marketing  systems,  geodemographic 
systems,  and  mapping  tools. 

- The  Decision  Systems  unit  provides 
modeling  and  anal5dical  services  to  the 
financial,  retail,  telecommunications,  and 
utility  industries,  both  domestically  and 
internationally. 

- In  April  1996,  Equifax  National  Decision 
systems  introduced  new  versions  of  ON- 
CD™,  its  standalone  CD  ROM-based 
market  analysis  data  and  software  line 
that  provides  current  demographic  data 
and  business  statistics.  Pop-Facts® 
provides  1996  estimates  and  projections 
for  2001.  Business-Facts®  ON-CD 
includes  business  counts  for  SIC  codes, 
sales  volumes,  and  employment  size 
ranges. 

- Equifax’s  Decision  Power®^  software 
product,  offered  to  financial  institutions,  is 
used  to  qualify  new  applicants  for 
additional  services. 

- In  1995,  Equifax  Business  Geo-Metrics,  a 
subsidiary  of  Equifax  National  Decision 
Systems,  introduced  a business  market 
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forecasting  and  planning  system  called 
ProphetPoint^*^ . 

- The  National  Telecommunications  Data 
Exchange  is  a database  built  and  managed 
by  Equifax  for  the  eight  largest  long- 
distance carriers  in  the  U.S.  and  more 
than  60  smaller  carriers. 

The  Payment  Services  Segment  consists  of 
Equifax  Payment  Services,  Inc.,  Equifax 
Check  Services,  Inc.,  Equifax  Card  Services, 
Inc.,  Light  Signatures,  Inc.,  Financial 
Insurance  Marketing  Group,  Inc.,  and  First 
Bankcard  Systems,  Inc.  (FBS). 

• Primary  services  in  this  segment  are  check 

guarantee,  check  verification,  and  credit 

card  processing  services. 

- Equifax  Card  Services  offers  flexible  credit 
card  marketing  enhancement,  and  credit 
card  and  debit  card  processing  for  small  to 
medium-sized  banks,  credit  unions,  and 
other  financial  institutions. 

- FBS  Software  develops,  markets,  and 
supports  a portfolio  of  high-end  state-of- 
the-art  mainframe  and  UNIX-based  credit 
card  processing  software  for  major 
financial  institutions:  the  Bankcard 
System  (the  most  powerful  credit  card 
system  on  the  market)  the  Merchant 
System,  and  the  Collection  System  for  all 
consumer  collections. 

- Equifax  Check  Services  includes  on-line 
point-of-sale  check  guarantee.  Its  new 
state-of-the-art  check  management 
system,  PathWays®“,  expands  Check 
Services  into  the  check  verification 
business. 

- Canada  Cheque  Services  specializes  in 
check  guarantee  services  in  Canada. 


- Transax  provides  electronic  authorization 
and  collection  services  in  the  U.K.,  Ireland, 
France,  Australia,  and  New  Zealand. 

Equifax  Insurance  Services 
The  Insurance  Services  segment  consists  of 
Eqvdfax  Services  Inc.,  Osborn  Laboratories, 
Inc.,  The  Kit  Factory,  Inc.,  Mid- American 
Technologies,  Inc.,  and  the  Programming 
Resoiirces  Company  (PRC). 

• Equifax  is  the  largest  provider  of  risk 
management  and  fraud  prevention 
information  to  the  insurance  industry  in  the 
U.S.  and  the  U.K. 

• Traditional  professional  services  include  life 
and  health  underwriting  reports,  health 
measurements  and  medical  histories,  claims 
investigations,  emplo5rment  background 
screening,  public  record  checks,  commercial 
property  evaluations,  and  surveys,  as  well  as 
blood  and  urine  testing  services  from  Osborn 
Laboratories. 

- In  addition  to  providing  traditional 
automated  and  professional  information 
services.  Insurance  Services  offers  decision 
support  and  rule-based  risk  management 
services  under  the  Risk  Management 
2000®'^  platform:  Auto  2000 
Homeowner  2000®^,  Life  2000®^^  and 
Employment  2000®^^. 

- Automated  services  include  C.L.U.E.® 
(Comprehensive  Loss  Underwriting 
Exchange)  and  CUE  U.K.®*^,  claims 
information  exchanges  in  the  U.S.  and 
Europe;  and  in  the  U.S.,  Motor  Vehicle 
Records  (MVR),  ADD^’^  (Additional  Drive 
Discovery),  underwriting  information 
through  Life  Plus,  a fraud  prevention  tool. 
Agent  Point-of-Sale,  an  electronic  delivery 
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system,  and  Gen-A-Rate®,  an  automated 
rating  system  developed  by  PRC  for 
commercial  insurers. 

- The  Motor  Vehicle  Record  (MVR) 
Information  System  provides  current 
driver  record  information  to  insurance 
companies. 

- The  Rate/Price  Management  System 
(RPM)  provides  current  rate  and 
classification  information  on  a company’s 
book  of  personal  auto  business.  RPM 
enables  underwriters  to  rate  and  price  new 
and  renewal  policies  based  on  current 
information. 

- The  Comprehensive  Loss  Underwriting 
Exchange  (C.L.U.E.)  is  a database 
exchange  between  property  and  casualty 
insurance  companies  to  provide  and  have 
access  to  prior  claim  history  on 
individuals,  vehicles  or  property  involving 
auto  accidents  and  property  losses. 

- CUE  U.K.  is  a database  product  for  the 
U.K.’s  insurance  industry.  CUE  Home 
was  introduced  in  late  1994,  and  during 
the  fourth  quarter  of  1995,  CUE  Motor 
became  available. 

Healthcare  Information  Services 

This  group  consists  of  the  Healthcare 
Information  Services  and  Equifax  Government 
& Special  Systems  units. 

Healthcare  Information  Services  combines 
Healthcare  Administrative  Services, 
Healthcare  EDI  Services,  Healthcare 
Analytical  Services  (formerly  HealthChex), 
and  Healthcare  Database  Services  (MCVS). 

• Primary  services  include  electronic  claims 
processing,  on-line  eligibility  verification  and 
claim  status,  physician  profiling,  claims 
auditing,  claims  analysis,  administrative 


and  utilization  management,  electronic 
remittance,  pre-admittance  and  hospital  bill 
audits,  and  medical  credentials  verification. 

- Equifax  Healthcare  Administrative 
Services  provides  back-room  functions 
such  as  claims  administration,  anal3dical 
services,  and  cost  review. 

- MCVS  (Medical  Credentials  Verification 
Service)  is  an  internally  developed 
database  product  that  allows  managed 
care  organizations  and  hospitals  to  verify 
physicians’  credentials. 

- Eqmfax  Database  Services  offers  the 
Medical  Credentials  Verification  Service  to 
provide  accurate  and  complete  reports  on 
doctors’  professional  histories. 

- The  Peer-A-Med™  software  product, 
provided  by  Equifax  Healthcare  Anal5dical 
Services,  profiles  physicians’  performance 
and  compares  their  relative  efficiency. 

- AUTO-AUDIT®  is  an  expert  system  that 
identifies  and  corrects  improper  physician 
billing  before  a claim  is  paid. 

Clients 

Equifax’s  cHents,  by  service  groups,  include: 

Equifax  Financial  Services 

Credit  Services  credit  and  risk  management — 
the  largest  retailers,  banks  and  financial 
institutions,  telecommunications  companies, 
and  utilities  in  the  U.S.  and  Canada.  In 
Europe  and  South  America,  credit  customers 
include  the  largest  retailers,  banks,  and 
financial  institutions. 

• Other  clients  include  national  and  regional 
retail  chains,  petroleum  companies,  travel 
and  entertainment  card  companies,  auto 
finance  and  leasing  firms,  automobile 
dealers  and  rental  companies,  hotels  and 
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motels,  educational  institutions,  and 
mortgage  lenders. 

• Marketing  services  clients  also  include 
restaurants,  consumer  product 
manufacturers,  and  distributors. 

Payment  Services — Customers  include 
national  and  regional  retail  chains,  banks, 
credit  unions,  savings  institutions,  automobile 
dealers  and  rental  companies,  and  hotels  and 
motels. 

• In  North  America,  customers  include  Chase, 
First  National  Bank  of  Omaha,  Mellon, 
Wachovia,  Mercedes  Benz,  and  Union  Bank. 
In  Canada,  major  customers  include 
Canadian  Imperial  Bank  of  Commerce,  Bank 
of  Nova  Scotia,  and  Groupe  Desjardins.  In 
the  U.K.,  clients  include  Barclays  Bank, 
Cooperative  Bank,  NWS,  and  Arab  Bank. 

Equifax  Insurance  Services 

Risk  management  information  systems — 
major  domestic  L&H,  P&C,  and  commercial 
insiirance  companies,  as  well  as  independent 
agents. 

Employment  and  background  screening 
services — Major  domestic  companies, 
including  utilities  and  insurers. 

CUE  U.K.,  Home  and  Motor  services — major 
insurers  in  the  U.K. 

Healthcare  Information  Services 
Equifax  Healthcare  Administrative  Services — 
Clients  include  Halliburton,  Aetna,  John 
Hancock,  and  many  of  the  BlueCross/Blue 
Shield  companies. 

Equifax  Database  Services — Customers 
include  Oxford  Health  Plans,  and  Blue 
Cross/Blue  Shield  of  Minnesota 


Equifax  Healthcare  Anal5dical  Services — 
Clients  include  CIGNA,  Johns  Hopkins  Health 
Plan,  Harvard  Community  Health  Plan,  and 
Empire  Blue  Cross/Blue  Shield. 

Alliances 

Recent  alliances  formed  by  Equifax  include: 

In  March  1996,  Equifax  entered  into  an 
agreement  with  Bankers  Hazard 
Determination  Services  to  supply  “flood  zone 
determinations”  along  with  mortgage  credit 
reporting  products. 

In  March  1996,  Equifax  and  Fair,  Isaac  and 
Company,  Inc.  introduced  a new  insurance 
casualty  loss  score,  which  was  developed  by 
Fair,  Isaac  and  will  be  sold  by  Equifax 
Insurance  Services. 

In  October  1995,  Equifax  Risk  Management 
Services  and  McNeily,  Rosenfeld  and 
Rubenstein,  a Washington,  D.C.  law  firm, 
formed  an  alliance  called  Litigation  Access 
Web.  This  alliance  offers  a collection  and 
litigation  service  that  automatically  transfers 
selected  accounts  from  Equifax  collectors  to  a 
national  on-line  attorney  network. 

In  September  1995,  the  Financial  Services 
Technology  Consortium  (FSTC)-of  which 
Equifax  is  a member-demonstrated  a secure 
purchase  over  the  Internet  using  the  FSTC 
Electronic  Check.  This  was  the  first 
collaborative  effort  by  major  banks  and 
industry  partners  to  develop,  from  inception,  a 
new  financial  standard. 

In  September  1995,  Equifax  Insurance 
Services  and  American  Management  Services 
entered  into  an  agreement  in  which  they  offer, 
electronically,  access  to  key  Equifax 
rmderwriting  products  to  more  than  14,000 
independent  insurance  agents  and  companies. 
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In  July  1995,  through  ASNEF-Equifax,  the 
company’s  Spanish  joint  venture,  Equifax 
entered  into  an  agreement  with  the 
Association  of  Financial  Companies,  a 
Portuguese  credit  reporting  company,  to 
provide  the  first  automated  credit  reporting 
services  in  Portugal. 

In  1995,  the  Equifax/Insurance  Service  Office 
alliance  established  a marketing  alliance 
providing  joint  access  to  automobile  and 
property  information  offered  by  both 
companies. 

Competition 

Equifax’s  competition,  by  service  groups,  is  as 
follows: 

Equifax  Financial  Services 
Credit  Services — Major  competitors  in  the 
U.S.  consumer  credit  information  market  are 
TRW  and  TransUnion. 

Payment  Services — Card  Services’  primary 
competitors  are  a limited  number  of  credit 
card  processors.  Check  Services  faces 
competition  from  other  check  guarantee 
companies  and  with  check  verification 
systems. 


Equifax  Insurance  Services 
Risk  management  information  systems — 
Equifax  is  the  leader  in  risk  management 
information  for  insurance  companies 
domestically,  yet  faces  competition  from  a 
variety  of  sources. 

Healthcare  Information  Services 

As  Equifax  possesses  a relatively  small  share 
of  the  growing  health  care  market,  it  faces 
strong  competition  from  all  competitors  in  this 
area. 

INPUT  Assessment 

Equifax  feels  that  its  strengths  lie  in: 

• The  breadth  of  its  information-based  product 
and  service  offerings 

• Its  ability  to  cross-sell  these  products  and 
services 

• Its  momentum  achieved  from  five  years  of 
record  growth 

• Its  experienced,  focused  management 
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Equifax,  Inc. 


Chairman  & CEO:  C.B.  Rogers,  Jr. 

President  & COO:  D.W.  McGlaughlin 
1600  Peachtree  Street,  N.W. 

Atlanta,  GA  30309 

Phone:  (404)  885-8000 

Fax:  (404)  885-8682 


Status:  Public 

Employees:  12,800  (12/93) 

Revenue:  $1,217,217,000 

Fiscal  Year  Ending:  12/31/93 


Key  Points 

• Equifax  provides  a range  of  services 
related  to  credit  reporting,  check 
authorization,  credit  and  debit  card 
processing,  insurance  underwriting  and 
product  marketing. 

• In  1993,  Equifax  formed  a joint 
marketing  aUiance  with  IBM  to  develop 
solutions  for  Equifax  customers  using 
IBM-based  information  systems. 

• In  November  1993,  the  International 
Operations  group  partnered  with  the 


Insurance  Information  Services  group  to 
introduce  C.L.U.E.  U.K.,  a database  that 
delivers  instant  claims  histories  to 
property  and  casualty  insurers. 

• In  April  1993,  Equifax  also  signed  a 10- 
year  outsourcing  agreement  with 
Integrated  Systems  Solutions 
Corporation  (ISSC),  a subsidiary  of  IBM, 
to  handle  the  company's  computer  and 
network  operations. 

• In  March  1993,  the  North  American 
Link  became  operational,  providing 
faster  credit  approval  to  U.S.  and 
Canadian  citizens. 

• In  1993,  the  company  introduced  a new 
product  called  Readi-Screen  that  helps 
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financial  institutions  increase  credit 
card  business. 

Company  Description 

Equifax,  Inc.,  founded  in  1899,  provides 
decision  support  information  and  services 
for  customer-driven  business  transactions 
in  the  U.S.,  Canada,  the  U.K.,  Europe  and 
the  Caribbean. 

Structure  and  Operations 

Equifax  Inc.,  headquartered  in  Atlanta 
(GA),  is  structurally  a holding  company 
for  its  corporate  subsidiaries  that  conduct 
the  actual  operations  of  the  company. 

The  company  is  currently  organized  into 
four  major  service  groups  as  follows: 

The  Financial  Information  Services  group 
includes — Credit  Information  Services  and 
Payment  Services  divisions. 

• Operations  of  the  Credit  Information 
Services  group  are  managed  through 
three  divisions — Credit  Reporting 
Services;  Mortgage  Information  Services 
and  Risk  Management  Services. 

- The  Credit  Information  Services  group 
contributed  approximately  33%  to 
Equifax's  total  1993  revenue. 

- Equifax  operates  a large  consumer 
credit  network  in  the  U.S.  and  the 
Caribbean,  consisting  of  265  company- 
owned  and  affiliated  credit  bureaus. 
This  group  has  a wholly  owned 
subsidiary— Credit  Northwest 
Corporation. 


• Payment  Services  Group  provides  high 
volume  transaction  processing  through 
Equifax  Check  Services  and  Equifax 
Card  Services. 

- This  group  contributed  approximately 
17%  to  Equifax's  total  1993  revenue. 

The  Insurance  Information  Services  group 
consists  of — Property  and  Casualty 
Insurance  Services;  Life  and  Health 
Insurance  Services;  Commercial  Insurance 
Services  and  Business  Information 
Services. 

• This  group  provides  risk  management 
information  to  the  insurance  industry  in 
the  U.S. 

• The  group  contributed  approximately 
33%  to  Equifax's  total  1993  revenue. 

The  International  Operations  gi’oup 
provides  services  in  Canada  through  four 
divisions — Credit  Information  Services 
(consumer  and  business  fines);  Insurance 
Information  Services;  Telecredit  Canada; 
Accounts  Receivable  Services;  and  in 
Europe  through  Equifax  Europe. 

• The  International  Operations  group 
contributed  approximately  8%  to 
Equifax's  total  1993  revenue. 

• This  group  consists  of  Acrofax  Inc.; 
Equifax  Canada  Inc.  and  its  wholly- 
owned  subsidiaries — ^Equifax  Canada 
(AFX)  Inc.  and  Telecredit  Canada,  Inc.; 
Equifax  Europe  (U.K.)  Ltd.;  Equifax 
Europe  Ltd.;  Transax  (20%  ownership) 
and  Scorex  (U.K.). 
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• In  the  U.K.,  Equifax  offers  services 
through  three  divisions — Credit 
Services;  Marketing  Services;  and 
Scorex. 

The  General  Information  Services  group 
provides  market  research  and  healthcare 
information  services  to  businesses. 

• General  business  and  market  research 
services  are  offered  through — Equifax 
National  Decision  Systems;  Elrick  & 
Lavidge;  Quick  Test  and  Equifax 
Government  and  Special  Systems. 

• Healthcare  Information  Services  are 
offered  through — Health  Economics 
Corporation;  Newbridge  Inc.; 
Cooperative  Healthcare  Networks; 
Medical  Credentiahng  and  Hospital  Bill 
Audit  Services. 

• The  General  Information  Services  group 
contributed  approximately  9%  to 
Equifax's  total  1993  revenue. 

Company  Strategy 

Equifax's  strategy  is  to  become  a global 
information  services  provider  and  manage 
a growing  share  of  the  world's  information 
resources.  The  company  is  moving 
aggressively  on  three  fronts — expanding 
internationally,  broadening  the  use  of 
information  in  business  and  accelerating 
product  development. 

The  company  has  shifted  its  focus  from 
Information  Source  to  Information 


Solution,  developing  and  marketing  new 
decision  support  products  with  greater 
emphasis  on  quality,  innovation  and 
market  leadership. 

The  company  has  reorganized  its 
operations  to  position  itself  as  a market- 
driven  business.  Its  business  strategy  is 
to  develop  a broader  scope  within  the 
business  and  extend  the  product  line, 
particularly  products  as  carriers  of  value 
to  the  businesses  they  serve. 

The  company  continues  to  expand  and 
diversify  through  internal  development 
and  strategic  acquisitions.  Over  30 
mergers  were  completed  between  1988 
and  1992,  many  involving  absorbing 
regional  credit  bureaus  in  an  economy  of 
scale  strategy. 

Financials 

Total  1993  revenue  reached  $1,217.2 
million,  a 7%  increase  over  1992  revenue 
of  $1,134.3  million.  Net  income  decreased 
26%  from  $85.3  million  in  1992  to  $63.5 
million  in  1993. 

• 1993  results  include  an  unusual  charge 
of  $48.4  million  (before  tax)  that  resulted 
from  writing  down  the  assets  of  its 
subsidiary  High  Integrity  Systems,  Inc. 
(HISI). 

• A five-year  financial  summary  appears 
on  the  following  page. 
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Equifax,  Inc. 

Five-Year  Financial  Summary 

($  Millions,  except  per  share  data  ) 


Fiscal  Year 

Item 

1993 

1992 

1991 

1990 

1989 

Revenue 

• Percent  increase 

$1,217.2 

$1,134.3 

$1,093.8 

$1,078.8 

$1,001.6 

(decrease)  from  previous 
year 

7% 

4% 

1% 

8% 

12% 

Income  (loss)  before  taxes 
and  unusual  items  (a) 

$160.4 

$144.8 

$125.6 

$134.7 

$119.4 

• Percent  increase 

(decrease)  from  previous 
year 

11% 

15% 

(7%) 

15% 

56% 

Net  income  (loss)  before 
unusual  items  (b) 

$94.5 

$85.3 

$74.0 

$80.9 

$72.4 

• Percent  increase  from 
previous  year 

11% 

15% 

(9%) 

12% 

29% 

Net  income  (loss) 

• Percent  increase  from 

$63.5 

$85.3 

$5.1  (d) 

$63.9 

$63.5 

previous  year 

(26%) 

16% 

(92%) 

1% 

61%  ^ 

Earnings  (loss)  per  share 
before  unusual  items  (c) 

$1.26 

$1.04 

$0.90 

$1.00 

$0.90  ^ 

• Percent  increase  from 
previous  year 

21% 

16% 

(10%) 

11% 

23% 

Earnings  (loss)  per  share 
• Percent  increase  from 

$0.85 

$1.04 

$0.06 

$0.79 

$0.79 

previous  year 

(18%) 

16% 

(92%) 

- 

55% 

(a)  Operating  income  before  taxes  and  unusual  item  charges  of  $48.4  million  in  1993,  $32.0  million  in  1991, 


$21.8  million  in  1990  and  $14.7  million  in  1989. 

(b)  Net  income  before  unusual  items  and  accounting  changes. 

(c)  Earnings  per  share  before  unusual  items  and  accounting  changes. 

(d)  Includes  a charge  of  $49.0  million  from  the  change  in  method  of  accounting. 


The  unusual  charge  of  $32.0  million  in 
1991  was  associated  with  restructuring 
costs. 


The  $14.7  million  charge  incurred  in  1989 
was  associated  with  an  early  retirement 
program. 


The  $28.1  million  one-time  charge  in  1990 
was  the  merger  cost  associated  with 
Telecredit. 


Revenue  Analysis  by  Product  Line: 

Approximately  33%  of  Equifax's  1993 
revenue  was  derived  from  Credit 
Information  Services,  17%  from  Payment 
Services,  8%  from  International 
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Operations,  33%  from  Insurance  Services  Services.  A three-year  summary  of  source 
and  9%  from  General  Information  of  revenue  follows: 


Equifax,  Inc. 

Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1993 

1992 

1991 

Product/Service 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Credit  Information  Services 

$399.1 

33% 

$342.0 

30% 

$316.0 

29% 

Payment  Services 

210.4 

17% 

195.5 

17% 

189.1 

17% 

Insurance  Information  Services 

396.5 

33% 

402.3 

35% 

416.2 

38% 

International  Operations 

97.3 

8% 

104.0 

9% 

87.8 

8% 

General  Information  Services 

113.9 

9% 

90.6 

8% 

84.7 

8% 

Total 

$1,217.2 

100% 

$1,134.3 

100% 

$1,093.80 

100% 

Further  analysis  of  the  revenue  by 

product  hne  follows: 

• The  Credit  Information  Services  revenue 
increased  16.7%  in  1993,  compared  to 
8.2%  in  1992.  This  growth  was  derived 
mainly  from  the  Credit  Reporting 
Services  business  unit  as  a result  of  its 
prescreening  business  for  credit  card 
users. 

• The  strong  mortgage  origination  market, 
primarily  refinancing  activity,  had  a 
positive  impact  on  the  Credit 
Information  Services  revenue. 

• Growth  in  the  Risk  Management 
Services  unit  was  attributed  primarily  to 
the  business  generated  by  Government 
Student  Loans. 

• Payment  Services  revenue  increased 
7.6%  in  1993  with  Check  Services 
revenue  increasing  4%  and  Card 
Services  revenue  rising  14%. 


• Growth  in  the  Card  Services  revenue 
was  attributed  to  the  increase  in  the 
number  of  cardholder  accounts  that  were 
processed. 

• In  the  Insurance  Information  Services 
segment,  revenue  from  Field  Service 
decreased  by  $10  miUion  in  1993, 
compared  to  the  $30  million  decrease  in 

1992,  which  was  attributed  to  the 
difficult  conditions  in  the  insurance 
industry. 

• Revenue  from  Data  Services  products 
increased  by  $2.1  million  in  1993. 

• Revenue  from  Commercial  Specialists 
increased  9%  in  1993  and  there  was  a 
decline  in  the  Employment  Services 
revenue. 

• Revenue  from  the  International 
Operations  group  decreased  6.4%  in 

1993.  This  decrease  was  attributed  to 
unfavorable  exchange  rates. 
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• Revenue  from  Canadian  and  European 
operations  increased  2%  and  3% 
respectively  in  the  local  currencies. 

• The  General  Information  Services  group 
contributed  $23.3  million,  most  of  which 
was  derived  from  the  addition  of  a full 
year  revenue  of  Health  Economics 
Corporation  (HEC). 

Interim  results:  Revenue  for  the  first 
quarter  ending  March  31,  1994  reached 
$319.4  million,  a 16%  increase  over  $275.9 
million  for  the  same  period  in  1993.  Net 
income  for  the  period  rose  34%,  from  $18.1 
milLion  to  $24.3  million  in  1993. 

• Credit  Information  Services  revenue 
increased  27%  primarily  due  to  the 
growth  in  Credit  Reporting  Services, 
driven  by  prescreening  business  for 
credit  card  issuers  and  an  increase  in 
the  national  credit  card,  finance  and 
automotive  industries  business. 

• Payment  Services  revenue  increased 
11%,  with  Check  Services  increasing  5% 
and  Card  Services  rising  18%.  The 
increase  in  the  Card  Services  business 
was  derived  from  growth  in  the  number 
of  cardholders  and  increase  in  the 
number  of  merchant  transactions 
processed. 


• In  the  International  Operations  group, 
Canadian  revenue  increased  3%  in  local 
currency,  due  to  an  increase  in  the 
consumer  credit  report  sales.  A 15% 
growth  in  Equifax  Europe  revenue  was 
derived  from  an  increase  in  the  on-hne 
credit  reporting  business. 

• Insurance  Information  Services  revenue 
rose  11%,  due  to  an  increase  in  motor 
vehicle  record  registry,  an  increase  in 
C.L.U.E.  product  sales  and  growth  in  the 
Commercial  Specialists  revenue. 

• General  Information  Services  revenue 
increased  20%,  due  to  a growth  in  the 
market  research  and  healthcare 
businesses. 

Market  Financials 

Equifax's  information  services  revenue  is 
derived  from  the  insurance,  banking  and 
finance  and  retail  industries  as  well  as 
credit  agencies  and  brokers.  The  company 
provides  more  than  100,000  businesses 
with  a variety  of  information  solutions. 

Geographic  Markets 

Approximately  92%  of  Equifax's  1993 
revenue  was  derived  from  the  U.S.,  6% 
from  Canada  and  2%  from  Europe. 

A three-year  geographic  source  of  revenue 
summary  appears  on  the  following  page. 
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Equifax,  Inc. 

Three-Year  Source  of  Revenue  Summary 
($  Millions) 


Fiscal  Year 

1993 

1992 

1991 

Item 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent  of 
Total 

U.S. 

$1,119.9 

92% 

$1,030.3 

91% 

$1,006.1 

92% 

Canada 

76.3 

6% 

80.0 

7% 

82.3 

8% 

Europe* 

21.0 

2% 

24.0 

2% 

5.4 

1% 

Total 

$1,217.2 

100% 

$1,134.3 

100% 

$1,093.80 

100% 

* Prior  to  October  1991,  the  company's  investment  in  Equifax  Europe  was  accounted  for  under  the  equity 
method. 


Acquisitions 

Acquisitions  made  by  Equifax  during  the 

past  two  years  include  the  following: 

• In  February  1994,  Equifax  acquired  the 
Credit  Bureau  of  Charlotte  (NC).  The 
acquisition  was  accounted  for  as  a 
purchase. 

- The  Credit  Bureau  is  a credit  reporting 
and  collection  bureau. 

- The  operations  of  the  Credit  Bureau 
are  now  a part  of  Equifax's  Financial 
Information  Services  group. 

• In  January  1994,  Equifax  acquired 
Cooperative  Healthcare  Network  (CHN), 
Inc.  of  Atlanta  (GA).  The  acquisition 
was  accounted  for  as  a purchase. 

- CHN  provides  healthcare  information 
services. 

- CHN  is  now  a part  of  the  General 
Information  Services  group. 


• In  October  1993,  the  company  acquired 
Newbridge,  Inc.  Insurance  Services.  The 
acquisition  was  accounted  for  as  a 
purchase. 

- Newbridge  is  a syndicator  of  provider 
sponsored  health  plans. 

- The  operations  of  Newbridge  are  now  a 
part  of  Health  Economics  Corporation. 

• In  September  1993,  Equifax  acquired 
the  Credit  Bureau  of  Ocala,  Inc.  of  Ocala 
(FL).  The  acquisition  was  accounted  for 
as  a purchase. 

- The  Credit  Bureau  is  a credit  reporting 
and  collection  bureau. 

- The  operations  are  now  a part  of  the 
Financial  Information  Services  group. 

• In  August  1993,  Equifax  acquired 
Integratec,  Inc.  of  Atlanta  (GA)  for 
approximately  $23.0  million.  The 
acquisition  was  accounted  for  as  a 
purchase. 
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- Integratec  provides  collection  services 
to  the  financial  services  industry. 

- Integratec  had  a 1992  revenue  of  $32.0 
million. 

- The  operations  are  now  a part  of  the 
Financial  Information  Services  group. 

• In  November  1992,  the  company 
acquired  a 20%  interest  in  Transax  of 
the  U.K.,  which  provided  check 
guarantees  in  the  U.K.,  Ireland,  France 
and  Australia,  for  approximately  $4.9 
mfifion.  It  was  accounted  for  under  the 
equity  method. 

• In  October  1992,  the  company  acquired 
Health  Economics  Corporation  (HEC)  of 
Dallas  (TX).  The  acquisition  was 
accounted  for  as  a purchase. 

- HEC  provides  healthcare  cost 
management  services  to  businesses 
and  government. 

- HEC  is  now  a part  of  the  General 
Information  Services  group. 

Employees 

As  of  December  31,  1993  Equifax  had 
approximately  12,800  employees. 

Key  Products  and  Services 

Products  and  services  offered  by  the 
business  groups  follows: 

• Equifax  Credit  Information  Services 
consists  of  Credit  Reporting  Services; 
Mortgage  Information  Seiwices  and  Risk 
Management  Services. 

- This  gi’oup  provides  informational  and 
administrative  services  for  consumer 


and  commercial  credit  report  purposes, 
including  mortgage  information 
services.  It  also  supplies  decision 
support  and  credit  management 
services. 

- Systems  and  services  offered  include 
risk  management  and  collection 
services,  account  monitoring,  locate 
services,  fraud  detection  and 
prevention,  credit  card  marketing 
programs  and  mortgage  loan 
origination. 

- The  Risk  Management  Services 
division  offers  financial  solutions  to  the 
credit  industry.  The  services  include 
teleservicing,  new  application 
processing,  customer  service 
management,  collections  and  loss 
recovery  services. 

- In  1991,  Equifax  opened  an 
Information  Seiwice  Center  in  Atlanta 
to  provide  consumers  with  toll-free,  24- 
hour-a-day  access  to  credit  information 
consultants. 

- Equifax  offers  an  on-line  delinquency 
alert  system  and  a bankruptcy  alert 
system.  Both  are  mathematical  models 
to  assist  credit  grantors  in  predicting 
which  accounts  are  most  likely  to 
become  serious  problems  for  creditors. 

• Payment  Services  consists  of  Check 
Services  and  Card  Services.  Payment 
transaction  services  offered  include — on- 
line authorization  of  checks  written  at 
the  point  of  sale;  credit  card  and  debit 
card  processing  for  small  to  medium- 
sized banks  and  financial  institutions; 
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and  flexible  credit  card  marketing 
programs  and  debt  collection  services. 

• Insurance  Information  Services  consists 
of  Property  and  Casualty  Insurance 
Services;  Life  and  Health  Insurance 
Services;  Commercial  Insurance  Services 
and  Business  Information  Services. 

- Equifax  provides  all  major  insurance 
companies  and  agents  with  automated 
and  traditional  underwriting  and  claim 
information  services.  These  services 
include  underwriting  information, 
claim  investigations  and  automated 
systems,  motor  vehicle  records, 
commercial  premium  auditing, 
property  valuation,  automobile 
reclassification  program  management 
and  decision  support  systems. 
Commercial  management  services 
offered  include  business  information 
and  employment  seiwices. 

- The  Motor  Vehicle  Record  (MVR) 
Information  System  provides  current 
driver  record  information  to  insurance 
companies. 

- The  Rate/Price  Management  System 
(RPM)  provides  current  rate  and 
classification  information  on  a 
company's  book  of  personal  auto 
business.  RPM  enables  the 
underwriters  to  rate  and  price  new  and 
renewal  pohcies  based  on  current 
information. 

- The  Comprehensive  Loss  Underwriting 
Exchange  (C.L.U.E.)  is  a database 
exchange  between  property  and 
casualty  insurance  companies  to 
provide  and  have  access  to  prior  claim 


history  on  individuals,  vehicles  or 
property  involving  auto  accidents  and 
property  losses. 

• International  Operations  consists  of 
Canadian  Credit  Information  Services, 
Canadian  Insurance  Information 
Services,  Canadian  Check  Services, 
Canadian  Collection  Services  and 
Equifax  Europe.  Consumer  credit 
information  is  the  primary  business  of 
Credit  Information  Services  in  Canada 
and  the  U.K. 

- Equifax  Canada  provides  Canadian 
business  with  automated  consumer 
and  business  credit  information, 
cheque  authorization  services,  accounts 
receivable  management  and  collection 
services,  insurance  underwriting  and 
claim  information  services.  CANVID™, 
similar  to  C.L.U.E.,  is  the  company's 
database  in  Canada. 

- Equifax  Europe  services  include  credit 
referencing,  application  processing, 
credit  scoring  and  modehng,  marketing 
analysis  and  demographics  and 
C.L.U.E.  U.K.,  a claims  database  for 
property  and  casualty  insurers. 

• General  Information  Services  consists  of 
healthcare  operations,  development 
projects  and  ongoing  market  research 
business  operations. 

- Health  Economics  CoiTDoration  (HEC) 
offers  claim-related  analytical  services, 
claims  administration  and  utilization 
management  and  managed  care  plan 
services. 
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- Newbridge,  Inc.,  a subsidiary  of  HEC, 
is  a syndicator  of  Provider  Sponsored 
Health  Plans  designed  to  help  make 
healthcare  more  affordable  for  local 
communities. 

- Cooperative  Healthcare  Networks 
(CHN)  is  a suppher  of  automated 
health  care  information  services 
hnking  providers,  payers  and  plan 
managers. 

• It  operates  StatLink™,  which 
includes  electronic  claims 
submission,  ehgibihty  and  benefits 
verification,  pre  admission 
certification,  HMO  and  other 
managed  care  referral  processing, 
electronic  remittance  advice, 
financial  transactions,  medical 
information  services  and  credit  card 
processing. 

- Equifax  National  Decision  Systems, 
headquartered  in  San  Diego  (CA) 
provides  marketing  information  and 
customer  segmentation  systems. 
Businesses  are  provided  with  consumer 
category  data,  in-depth  business 
information,  PC-based  marketing 
systems  and  accurate  mapping  tools. 

- Elrick  & Lavidge  and  Quick  Test 
provide  marketing-related  services  that 
include  market  research  and  analysis 
and  custom  opinion  surveys. 

- Equifax  Government  & Special 
Systems  provides  specialized  research 
services  for  state  and  federal 
government  agencies. 


New  products/services  introduced  include: 

• Economic  Value  Added  (EVA),  a tool  for 
building  long-term  value  that  focuses  on 
generating  a capital  return  higher  than 
the  weighted  average  of  the  cost  of 
capital. 

• In  March  1993,  the  North  American 
Link — a cross-border  information  line 
providing  access  to  200  million  U.S.  and 
15  million  Canadian  consumer  credit 
files  became  operational.  The  U.S.  and 
Canadian  credit  information  databases 
are  finked  electronically,  allowing 
customers  on  either  side  of  the  border  to 
access  both  databases  simultaneously. 

• Readi-Screen,  targeted  toward  financial 
institutions  focuses  on  increasing  credit 
card  business. 

Alliances 

Recent  alliances  formed  by  Equifax 

include: 

• In  November  1993,  the  company  entered 
into  an  agi’eement  with  insurers  in  the 
U.K.  to  develop  CLUE  U.K.,  a claims 
history  database  exchange  for  property 
and  casualty  insurers  in  the  U.K. 

• In  April  1993,  the  company  entered  into 
a $650  million,  10-year  outsourcing 
contract  with  Integrated  Systems 
Solutions  Corporation  (ISSC),  a 
subsidiary  of  IBM,  to  handle  the 
company's  computer  and  network 
operations. 

• In  1993,  Equifax  also  formed  a joint 
marketing  alliance  with  IBM  to  develop 
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solutions  for  Equifax  customers  using 
IBM-based  information  systems. 

Clients 

Equifax's  clients  include  retailers,  banks, 
financial  institutions,  credit  unions, 
savings  institutions,  petroleum  companies 
and  utilities,  automobile  dealers  and 
rental  companies,  hotels  and  motels, 
travel  and  entertainment  card  companies, 
auto  finance  and  leasing  firms, 
educational  institutions,  mortgage 
lenders,  life  and  health  insurance 
companies,  property/casualty/commercial 
insurance  companies,  agents, 
manufacturers  and  distributors, 
physicians  and  hospitals,  self-insured 
employers  and  state  and  local 
governmental  agencies. 

Competition 

Some  of  Equifax's  major  competitors  by 
service  segments  are  as  foUows: 

• In  the  credit  information  services 
segment,  competitors  include — TRW  and 
Trans  Union. 


• In  the  international  operations  segment, 
the  major  competitor  in  Europe  is  CNN 
of  the  U.K.,  a subsidiary  of  Great 
Universal  Stores  PLC. 

• In  the  insurance  services  and  general 
information  services  area,  there  is  strong 
competition  from  a variety  of  sources. 

INPUT  Assessment 

Equifax's  strength  hes  in  its  breadth  of 
information-based  product  and  service 
offerings  to  business,  industry  and 
government  and  its  abdity  to  cross-seU 
these  products  and  sei-vices.  No  one 
competitor  addresses  the  full  range  of 
services  offered  by  Equifax. 

The  challenge  Equifax  faces  is  to  increase 
the  usefulness  and  value  of  the 
information  it  provides.  It  wO  need  to 
continue  to  capitahze  on  its  expertise  and 
innovative  focus  in  order  to  achieve  and 
maintain  a profitable  growth. 
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COMPANY  PROFILE 


EQUIFAX  INC.  J.V.  White,  Chairman 

P.O.  Box  4081  C.B.  Rogers,  Jr.,  President  and  CEO 

1600  Peachtree  Street,  N.W.  Public  Corporation,  NYSE 

Atlanta,  GA  30302  Total  Employees:  13,400(12/91) 

(404)  885-8000  Total  Revenue,  Fiscal  Year  End 

12/31/91:  $1,093,827,000 
Information  Services  Revenue: 
$727,000,000* * 

‘INPUT  estimate 


The  Company 


Equifax  was  founded  in  1899  as  a credit  reporting  agency  under  the 
name  Retail  Credit  Company.  The  company  was  renamed  Equifax 
in  1976  and  now  operates  as  the  parent  company  for  its  subsidiaries 
that  provide  a range  of  services  related  to  credit  reporting,  check 
authorization,  credit  and  debit  card  processing,  insurance 
underwriting,  and  product  marketing. 

During  1991,  Equifax  initiated  a restructuring  program  designed  to 
streamline  operations  through  consolidating  facilities  and 
eliminating  marginal  or  unprofitable  products  and  services. 

• The  restructuring  involved  primarily  the  Credit  and  Insurance 
areas.  In  the  Insurance  unit,  Equifax's  continuing  shift  to 
automated  products  made  it  possible  to  reduce  the  number  of 
district  offices  from  278  to  138  and  the  number  of  regional  offices 
from  79  to  59.  In  the  Credit  unit,  Equifax  is  reducing  the  number 
of  field  operations  as  it  shifts  consumer  disclosure  activities  and 
credit  grantor  support  function  to  its  new  Information  Service 
Center. 

• As  a result  of  the  restructuring,  during  1991  Equifax  recorded 
charges  of  approximately  $32  million,  primarily  related  to 
employee  severance,  lease  termination  costs,  and  equipment 
write-offs. 

As  of  December  1991,  Equifax  had  13,400  employees.  The 
company  currently  has  about  12,000  employees. 

During  1991,  Equifax  made  two  acquisitions  for  a total  cost  of  $7.3 
million  as  follows: 
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• In  April  1991,  Equifax  acquired  the  Merchants  Credit 
Association  of  Mobile,  Alabama,  Inc.,  a credit  reporting  and 
collections  bureau  in  Mobile  (AL), 

• In  October  1991,  Equifax  acquired  the  remaining  50%  interest  in 
Wescot  Decision  Systems  from  Equifax's  joint  venture  partner. 
Next  pic.  Its  operations  have  been  merged  into  Equifax  Europe. 

Equifax's  current  organization  structure  is  shown  in  the  exhibit.  The 

company  provides  information  services  and  other  services  through 

the  following  business  units: 

' Consumer  Credit  and  Marketing  Services  provides  a range  of 
decision  support  and  credit  management  services,  including 
consumer  credit  reports,  credit  marketing  services,  predictive- 
modeling  systems,  account  monitoring,  fraud  identification, 
accounts  receivable  management,  targeted  demographic 
information  and  segmentation  systems.  Information  services 
include  credit  reporting  via  batch  processing  or  electronic 
information  services. 

• Insurance  and  Special  Services  provides  personal  life,  health, 
auto,  and  property  underwriting  reports;  health  measurements; 
medical-history  reports;  claims  investigations;  motor  vehicle 
records  (MVR)  reports;  automated  claims  information  exchange 
for  both  auto  and  home  insurers;  mortgage  loan  reports; 
employment  screening;  workers'  compensation  audits;  and 
commercial  property  inspections  and  surveys. 

• Telecredit,  Inc.  acquired  by  Equifax  in  December  1990,  provides 
check  authorization,  credit  and  debit  card  processing,  and  other 
payment  services  to  retail  merchants  and  financial  institutions  in 
the  U.S.  and  lottery  services  to  state  lotteries.  The  Canadian 
operations  of  Telecredit  report  to  Equifax's  Canadian  segment. 

• Equifax  Canada  serves  Canadian  clients,  providing  consumer 
credit  reports,  automated  business-credit  reports,  account 
collections,  credit  promotions,  fraud  prevention  services,  life  and 
health  insurance  MVR  reports,  underwriting  reports,  automated 
claims  information  exchange,  commercial  property  inspections, 
and  employment  reports. 

■ Equifax  Europe  was  formed  in  late  1991  with  the  purchase  of  the 
remaining  50%  of  Wescot  Decision  Systems.  This  unit,  which 
reports  to  Credit  and  Marketing  Services,  primarily  provides 
credit  referencing  (reporting).  It  also  provides  marketing 
information  and  related  products  and  services  to  direct 
marketers  in  the  U.K. 
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Financials  Equifax's  total  1991  revenue  was  $1,093.8  million,  a 1%  increase 

over  1990  revenue  of  $1,078.8  million. 

• Net  income  for  1991  dropped  to  $5.1  million,  reflecting  the  $32 
million  in  restructuring  charges  described  above,  together  with 
$49.0  million  in  charges  associated  with  the  cumulative  effect 
from  a change  in  the  method  of  accounting  for  employee  post- 
retirement benefits. 

• Net  results  for  prior  years  include  unusual  item  charges  of  $21.8 
million  in  1990  associated  with  the  merger  with  Telecredit,  $14.7 
million  in  1989  associated  with  early  retirement  programs,  and 
$27.7  million  in  1988  associated  with  restructuring  costs  and  early 
retirement  programs. 

• In  the  five-year  summary  that  follows,  results  prior  to  1990  have 
been  restated  to  reflect  the  pooling-of-interests  acquisition  of 
Telecredit  in  December  1990. 


EQUIFAX  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1991 

1990 

1989 

1988 

1987 

Revenue 

• Percent  increase 

$1,093.8 

$1,078.8 

$1,001.6 

$894.5 

$805.1 

from  previous  year 

1% 

8% 

12% 

11% 

7% 

income  before  taxes 

$93.5 

$112.9 

$104.7 

$67.3 

$80.0 

• Percent  increase 
(decrease)  from 

(a) 

(a) 

(a) 

(a) 

previous  year 

(17%) 

(8% 

56% 

(16%) 

27% 

Net  income 
• Percent  increase 

$5.1 

(b) 

$63.9 

$63.5 

$39.5 

$44.1 

(decrease)  from 

previous  year 

(92%) 

1% 

61% 

(10%) 

31% 

Earnings  per  share 
• Percent  increase 

$0.06 

$0.79 

$0.79 

$0.51 

$0.60 

(decrease)  from 
previous  year 

(92%) 

- 

80% 

(15%) 

28% 

(a)  Includes  unusual  item  charges  as  described  above  of  $32.0  in  199 1,  $2 1.8  million  in  1990,  $14. 7 
million  in  1989,  and  $27.7 million  in  1988. 


(b)  includes  a charge  of  $49.0  million  from  the  change  in  the  method  of  accounting. 
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Revenue  for  the  six  months  ending  June  30,  1992  reached  $552.6 
million,  compared  to  $528.3  million  for  the  same  period  in  1991. 
Net  income  reached  $37.1  million,  compared  to  net  losses  of  $28.4 
million  for  the  same  period  a year  ago  (which  include  restructuring 
charges  of  $18.5  million  and  cumulative  charges  of  $49.0  million  for 
the  change  in  the  method  of  accounting). 

A three-year  summary  of  source  of  revenue  by  business  segment 
follows: 


EQUIFAX  INC. 

THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1991 

1990 

1989 

ITEM 

$ 

PERCENT 
OF  TOTAL 

$ 

PERCENT 
OF  TOTAL 

$ 

PERCENT 
OF  TOTAL 

Revenue 

- Insurance  and 

Special  Services 

$454.9 

42% 

$466.8 

43% 

$442.0 

44% 

- Credit  and 
Marketing  Services  (a) 

367.5 

34% 

366.0 

34% 

327.4 

33% 

- Telecredit 

189.1 

17% 

168.0 

16% 

161.3 

16% 

- Canadian  sector  (b) 

82.3 

7% 

78.0 

7% 

70.9 

7% 

TOTAL  REVENUE 

$1,093.8 

100% 

$1,078.8 

100% 

$1,001.6 

100% 

Operating  income 

- Insurance  and 

Special  Services 

$10.0 

8% 

$29.2 

18% 

$11.2 

8% 

- Credit  and 
Marketing  Services  (a) 

54.4 

41% 

85.2 

52% 

72.0 

52% 

- Telecredit 

46.8 

35% 

27.2 

17% 

38.4 

27% 

- Canadian  sector  (b) 

21.8 

16% 

21.6 

13% 

17.8 

13% 

$133.0 

100% 

$163.2 

100% 

$139.4 

100% 

- Corporate  (expenses) 

(40.4) 

- 

(48.2) 

- 

(34.0) 

- 

OPERATING  INCOME 

$92.6 

$115.0 

$105.4 

(a)  Includes  Equifax  Europe  operations. 


(b)  Includes  Telecredifs  Canadian  operations. 


Equifax  management  attributes  1991  results  to  the  following: 


■ Insurance  and  Special  Services  revenue  decreased  3%  ($11.8 
million).  Approximately  $9.8  million  of  the  revenue  decline  was 
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Key  Products  and 
Services 


due  to  the  discontinuance  of  inventory  finance  and  control 
services  in  April. 

- Revenue  from  automated  insurance-related  products  was  up 
$17.4  million,  largely  due  to  a $7.8  million  increase  in 
C.L.U.E.  revenue  (increased  product  demand)  and  a $7.5 
million  increase  in  MVR  revenue  (price  increases). 

- Revenue  from  other  insurance-related  services  and  special 
services  was  down  $19.4  million,  due  primarily  to  lower 
revenue  from  life  and  health  employment  services. 

" Credit  and  Marketing  Services  revenues,  after  adjusting  for 
acquisitions,  actually  declined  2%  in  1991.  Marketing  Services 
revenue  decreased  8%  due  to  economic  conditions  and  the 
August  1991  discontinuance  of  sales  of  direct  marketing  lists 
derived  from  consumer  credit  files. 

• Telecredit  revenues  rose  13%  during  1991. 

- Revenue  from  check  services  increased  12%,  with  the  total 
volume  of  checks  approved  rising  16%,  from  $9.0  billion  to 
$10.4  billion.  Results  were  negatively  impacted  by  the  loss  of 
two  large  customers  in  the  fourth  quarter.  Average  prices 
declined  5%  due  to  competitive  pressures. 

- Revenue  from  credit  card  services  increased  13%  due  to 
transaction  and  processing  volume  increases. 

• The  Canadian  sector  had  a revenue  increase  of  6%,  of  which  2% 
was  attributed  to  favorable  exchange  rates. 

- Excluding  exchange  rate  gains,  revenue  growth  from  credit- 
related  services  slowed  to  5%,  primarily  due  to  a decline  in 
average  prices. 

- Revenue  from  insurance-related  services  was  down  3%,  with 
average  prices  increasing  approximately  5%. 


INPUT  estimates  that  approximately  $727  million  (66%)  of 
Equifax's  total  1991  revenue  was  derived  from  U.S.  information 
services,  as  follows  ($  millions): 
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Credit  reporting,  account 
management,  and  collections 

$190.0 

Check  verification 

117.0 

Credit  and  debit  card 
processing 

70.0 

Insurance-related  electronic 
information  services 

330.0 

Mortgage  loan  systems 

20.0 

$727.0 

INPUT  estimates  that  approximately  84%  of  Equifax's  information 
services  revenue  was  derived  from  electronic  information  services 
provided  for  credit  reporting,  check  verification,  and  insurance; 

13%  was  derived  from  credit,  mortgage  account  management,  and 
credit  and  debit  card  processing  services,  and  3%  from  mortgage 
management  software. 

Equifax  Credit  Information  Services,  Inc.  (formerly  The  Credit 
Bureau,  Incorporated  of  Georgia)  provides  electronic  information 
services  for  consumer  credit  reporting,  collection  services,  and 
credit  promotion  primarily  to  the  banking  and  finance,  retail,  and 
credit  brokerage  industries. 

• INPUT  estimates  that  these  services  generated  revenue  of  $201.3 
million,  $201.7  million,  and  $184.3  million  in  1991,  1990,  and 
1989,  respectively. 

• Equifax's  credit-reporting  network  consists  of  45  company-owned 
and  more  than  200  affiliated  credit  bureaus,  providing  access  to 
information  from  all  50  states  and  the  Caribbean  islands. 

• The  credit  data  base  includes  credit  histories  on  an  estimated  190 
million  Americans. 

• During  1991,  Equifax  opened  an  Information  Service  Center  in 
Atlanta  to  provide  consumers  with  toll-free,  24-hour-a-day  access 
to  credit  information  consultants. 

• Equifax  offers  an  on-line  delinquency  alert  system  and  a 
bankruptcy  alert  system.  Both  are  mathematical  models  to  assist 
credit  grantors  in  predicting  which  accounts  are  most  likely  to 
become  serious  problems  for  creditors. 
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• A Utility  Information  Services  division  assists  utility  companies 
in  controlling  bad  debts  by  providing  a service  that  allows  these 
companies  to  share  customer  nonpayment  information, 

• Using  demographic  data,  Equifax  also  provides  targeted 
information  and  statistical  modeling  to  help  companies  market 
their  products. 

• In  August  1988,  Equifax  signed  a ten-year  agreement  with 
Computer  Sciences  Corporation  (CSC)  under  which  CSC-owned 
credit  bureaus  converted  to  Equifax's  credit-reporting  system  and 
began  using  Equifax's  credit  data  base  service. 

- The  agreement  also  permits  Equifax  to  negotiate  with  credit 
bureaus  not  owned  by,  but  affiliated  with  CSC. 

- CSC  and  these  affiliates  retain  ownership  of  their  credit  files 
and  retain  the  revenues  generated  by  their  credit  reporting 
activity.  Equifax  receives  a processing  fee  for  maintaining  the 
data  base  and  for  each  report  supplied. 

- In  December  1990,  Equifax  and  CSC  formed  a general 
partnership  to  operate  the  credit  reporting  and  collection 
business  subject  to  the  1988  agreement.  CSC  contributed  all 
of  its  credit  reporting  and  collection  assets  in  exchange  for  a 
97.3%  interest  in  the  partnership.  Equifax  contributed  $10 
million  in  cash  for  the  remaining  2.7%  partnership  interest. 
Terms  and  conditions  of  the  1988  agreement  remain 
substantially  unchanged. 

The  Insurance  and  Special  Services  sector  primarily  provides 

information  (including  health  data)  for  insurance  underwriting 

through  Equifax  Services  Inc. 

• INPUT  estimates  that  these  services  generated  revenue  of  $330.3 
million,  $319.3  million,  and  $291.5  million  for  1991,  1990,  and 
1989,  respectively. 

• Equifax  provides  all  major  life  and  health  insurance  companies 
in  the  U.S.  with  various  informational  services  for  help  in 
determining  the  classification  of  applicants  as  risks  for  life  and 
health  insurance  and  for  assistance  in  settling  claims.  Also, 
health  data  is  provided  to  these  companies  for  their  use  in 
underwriting  the  health  aspects  of  their  risks. 

• Equifax  also  provides  similar  information  services  to  major 
property  and  casualty  insurance  companies  in  the  U.S. 


Page  8 of  11 


Copyright  1992  by  INPUT.  Reproduction  Prohibited. 


August  1 992 


EQUIFAX  INC. 


INPUT 


- The  Motor  Vehicle  Record  (MVR)  Information  System 
provides  current  driver  record  information  to  insurance 
companies.  INPUT  estimates  revenues  from  these  services 
were  $7.5  million  in  1991,  compared  to  $10.7  million  in  1990. 

- The  Rate/Price  Management  System  (RPM)  provides  current 
rate  and  classification  information  on  a company's  book  of 
personal  auto  business.  RPM  enables  the  underwriters  to  rate 
and  price  new  and  renewal  policies  based  on  current 
information. 

- The  Comprehensive  Loss  Underwriting  Exchange  (C.L.U.E.) 
is  a data  base  exchange  between  property  and  casualty 
insurance  companies  to  provide  and  have  access  to  prior  claim 
history  on  individuals,  vehicles,  or  property  involving  auto 
accidents  and  property  losses. 

The  C.L.U.E.  data  base  will  contain  information  on 
policies  representing  more  than  75%  of  the  auto  insurance 
premiums  written  in  the  U.S. 

As  of  December  1991  there  were  over  200  insurance 
carriers  participating  in  the  exchange. 

C.L.U.E.  revenue  reached  an  estimated  $20.8  million  in 
1991,  compared  to  $13.0  million  in  1990,  and  $3.4  million 
in  1989. 

During  1991,  Equifax  re-introduced  a similar  service  for 
home  insurers  called  CLUE  Personal  Property. 

• Premium  Audits/EPIC  (Electronic  Processing  Information 
Collection)  provides  an  automated  procedure  using  a laptop 
computer  to  examine  an  insured's  operation,  including  financial 
and  accounting  records,  to  determine  the  actual  earned  premium 
for  a given  period. 

• Audits  are  conducted  according  to  ISO  standards  or  as 
specified  by  the  customer. 

• Other  information  services  provided  by  Equifax's  Special 
Services  unit,  include  commercial  mortgage  servicing  and 
hospital  bill  audits. 

Telecredit  provides  check  authorization  services  to  retailers,  credit 
and  debit  card  processing  services  to  merchants  and  financial 
institutions,  and  lottery  services  to  state  lottery  organizations. 
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• For  check  verification,  a subscribing  merchant  may  contact 
Telecredit  through  an  electronic  terminal  or  by  telephone  to 
obtain  authorization  to  accept  the  check.  INPUT  estimates  that 
these  services  generated  revenue  of  $117.0  million,  $104.5 
million,  and  $96.0  million  in  1991,  1990,  and  1989,  respectively. 

• Telecredit's  credit  and  debit  card  processing  services  include 
authorizing  card  purchases,  embossing  and  issuing  cards,  clearing 
and  settling  card  charges,  billing  card  holders  on  behalf  of  card 
issuers,  and  other  paper  processing  related  to  charge  and  debit 
card  transactions. 

- INPUT  estimates  that  revenue  from  these  services  was  $70 
million,  $63  million,  and  $65  million  in  1991,  1990,  and  1989, 
respectively. 

- In  May  1992,  Telecredit  signed  an  agreement  with  United 
Airlines  (UAL)  to  help  introduce  UAL's  credit  union's  new 
member  credit  card. 

• High  Integrity  Systems,  a wholly  owned  subsidiary  of  Telecredit, 
provides  automated  instant  ticket  gaming  systems  and  services  to 
state  lotteries. 

- In  July  1992,  Telecredit  signed  a five-year  contract  valued  at 
abut  $150  million  with  the  California  State  Lottery  to  provide 
an  automated  instant  ticket  gaming  system,  doubling  the 
number  of  lottery  terminals  and  automating  scratcher  ticket 
processing.  High  Integrity  Systems  will  support  the  network  of 
terminals  with  two  Tandem  NonStop  Cyclone  systems. 

• Light  Signatures,  Inc.,  an  inactive  subsidiary,  continues  to  own 
certain  patent  rights,  including  proprietary  light  measurement 
technology  designed  to  provide  product  and  document 
authenticity  verification  services. 

Equifax  Canada's  operations  include  Equifax's  insurance  services 

and  credit  services  affiliates  in  Canada.  These  companies  provide 

Canadian  customers  with  services  similar  to  those  provided  in  the 

U.S. 

• There  are  currently  about  six  co-owned  and  23  affiliate  credit- 
reporting offices  in  Canada. 

• Equifax's  automobile  insurance  claims  data  base  in  Canada, 
CANVID,  is  similar  to  C.L.U.E. 
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• During  1991,  the  Canadian  operations  of  Telecredit  were 
integrated  into  Equifax  Canada. 

Industry  Markets 

Equifax's  information  services  revenue  is  derived  from  the 
insurance,  banking  and  finance,  and  retail  industries;  and  credit 
agencies  and  brokers. 

Geographic 

Markets 

Approximately  93%  of  Equifax's  total  1991  revenue  was  derived 
from  the  U.S.  and  7%  from  Canada. 

Equifax  has  more  than  1,100  offices  in  the  U.S.,  Canada,  and  the 
U.K. 
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COMPANY  PROFILE 


EQUIFAX  INC.  J.V.  White,  Chairman 

1600  Peachtree  Street,  N.W.  C.B.  Rogers,  Jr.,  President  and  CEO 

Atlanta,  GA  30309  Public  Corporation,  NYSE 

(404)  885-8000  Total  Employees:  12,714  (12/89) 

Total  Revenue,  Fiscal  Year  End 
12/31/89:  $840,283,000 
Information  Services  Revenue: 
$485,000,000* * 

* INPUT  estimate 


The  Company  Equifax  was  founded  in  1899  as  a credit  reporting  agency  under 

the  name  Retail  Credit  Company.  The  company  was  renamed 
Equifax  in  1976  and  now  operates  as  the  parent  company  for  its 
affiliates  that  provide  a range  of  services  related  to  credit 
reporting,  insurance  underwriting,  and  product  marketing. 

In  June  1990,  Equifax  announced  an  agreement  in  principle  to 
acquire  Telecredit,  Inc.  of  Los  Angeles  (CA). 

• Telecredit,  with  revenue  of  $159.4  million  for  the  fiscal  year 
ending  April  30,  1990,  provides  check  authorization,  credit  card 
processing,  and  other  payment  services  to  retail  merchants  and 
financial  institutions  in  the  U.S.  and  Canada. 

• Stockholders  of  both  companies  will  meet  on  November  7,  1990 
to  consider  finalization  of  the  transaction. 

Equifax's  current  organization  structure  is  shown  in  the  exhibit. 
The  company  provides  information  services  and  other  services 
through  five  business  units: 

• Credit  Information  Services  is  a national  credit  bureau  network 
providing  information  for  consumer  and  commercial  credit 
reports,  services  for  the  management  and  collection  of  accounts 
receivables,  and  the  detection  and  prevention  of  fraud. 
Information  services  include  credit  reporting  via  batch 
processing  or  electronic  information  services. 

• Insurance  and  Special  Services  provides  risk-management, 
automated  claims  information  exchange,  motor  vehicle  reports, 
and  rate/price  management  electronic  information  services  to 
the  property  and  casualty  insurance  industry;  and  mortgage 
loan  reporting  processing  services  to  mortgage  lenders. 
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EXHIBIT 

Equifax  Corporate  Organization 
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• Marketing  Services  provides  market  research,  market  data 
analysis,  statistical  modeling,  and  target  marketing  information 
to  various  clients,  including  direct-response  marketers, 
manufacturers,  and  advertising  agencies. 

- In  April  1990,  Equifax  entered  into  a long-term  relationship 
with  Lotus  Development  Corporation  to  provide  the 
consumer  marketing  data  base  for  Lotus  Marketplace: 
Households,  a CD-ROM  product  for  the  Macintosh. 

• Equifax  Canada  was  formed  in  June  1989  with  the 
reorganization  of  Equifax's  Canadian  operations  into  one 
operating  company.  This  was  accomplished  through  the 
acquisition  of  the  remaining  53%  of  Toronto  Credits,  Ltd.  This 
unit  provides  consumer  credit  reports,  automated  business- 
credit  reports,  account  collections,  credit  promotions,  fraud 
prevention  services,  property  inspections,  life  and  health 
underwriting  reports,  claim  investigations,  motor  vehicle 
records,  and  insurance  claims  information  exchange  services. 

• Equifax  Europe,  headquartered  in  the  U.K.,  supports  the 
company's  clients  outside  North  America.  In  January  1990, 
Equifax  entered  into  a joint  venture  with  Next  PLC,  a British 
retailing  and  financial  services  firm,  to  provide  a range  of 
information  services,  including  consumer  credit  reporting, 
credit  scoring,  marketing,  and  insurance  information  services, 
throughout  the  U.K.  The  new  venture,  Wescot  Decision 
Systems,  is  50%  owned  by  Equifax.  The  venture  is  not  expected 
to  have  a material  effect  on  earnings  for  two  or  three  years. 

Equifax  has  continued  to  expand  its  operations  in  the  credit 

reporting  and  insurance  information  services  areas  with  strategic 

acquisitions  in  the  U.S.  and  Canada.  Acquisitions  include  the 

following: 

• In  April  1990,  Sunfax,  Inc.,  a credit  bureau  in  Jacksonville  (FL) 

• In  November  1989,  Combined  Credit  Services,  a provider  of 
credit  reporting  and  collection  services  in  Canada 

• In  October  1989,  Innovative  Research,  a provider  of 
underwriting  information 

• In  July  1989,  Credit  Bureau  of  Greater  St.  Petersburg,  a credit 
reporting  firm 

• In  April  1989,  Credit  Bureau  of  Oshawa,  a Canadian  credit 
reporting  firm 
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• In  March  1989,  Twin  Cities  Credit  Bureau,  a Canadian  credit 
reporting  firm 

• In  January  1989,  Credit  Bureau  of  Albuquerque,  a credit 
reporting  and  collection  firm 

• During  1989,  Equifax  also  acquired  the  remaining  19.6% 
interest  in  The  Credit  Bureau  of  Baltimore,  Inc.  for 
approximately  $3.5  million. 

During  1989,  the  company  sold  two  of  its  information  services 
businesses  that  did  not  meet  Equifax's  overall  profitability,  long- 
term potential,  or  compatibility  criteria. 

• In  April  1989,  Equifax  sold  Equifax  Insurance  Systems  to 
Memotec  Holding  Corp.  Equifax  Insurance  Systems  provided 
software  products  and  processing  services  to  the 
property/ casualty  insurance  industry. 

• In  November  1989,  Equifax  sold  Enercom,  Inc.  to  A&C 
Consultants  of  Atlanta  (GA).  Enercom  provided  energy 
consumption  audit  services  to  the  utilities  industry. 

Equifax's  total  1989  revenue  reached  $840.3  million,  a 13% 
increase  over  1988  revenue  of  $743.1  million.  Net  income 
declined  9%,  from  $39.4  million  in  1988  to  $35.7  million  in  1989. 
A five-year  financial  summary  follows: 
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FIVE-YEAR  FINANCIAL  SUMMARY 
($  millions,  except  per  share  data) 


• 

FISCAL  YEAR 

ITEM 

1989 

1988 

1987 

1986 

1985 

CAGR 

Revenue 

• Percent  increase 

$840.3 

$743.1 

$670.0 

$635.1 

$564.3 

10% 

from  previous  year 

13% 

11% 

6% 

13% 

21% 

Income  from  continuing 
operations  before  taxes 

$60.1 

$58.0 

$56.4 

$46.6 

$40.3 

11% 

• Percent  increase 

(a) 

from  previous  year 

4% 

3% 

21% 

16% 

21% 

• Gross  margin 

8% 

8% 

8% 

7% 

7% 

Net  income 
• Percent  increase 

$35.7 

$39.4 

$30.6 

$25.6 

$18.4 

18% 

(decrease)  from 
previous  year 

(9%) 

29% 

19% 

40% 

(1%) 

• Net  margin 

4% 

5% 

5% 

4% 

3% 

• Earnings  per  share  (b) 

$0.73 

$0.85 

$0.71 

$0.60 

$0.43 

13% 

• Percent  increase 

(decrease)  from 
previous  year 

(14%) 

20% 

19% 

40% 

(1%) 

(a)  Includes  a gain  on  the  sale  of  businesses  of  approximately  $1.4  million. 

(b)  Restated  to  reflect  a two-for-one  stock  split  effective  December  18,  1989. 


Revenue  for  the  six  months  ending  June  30,  1990  reached  $451.6 
million,  a 15%  increase  over  $407.6  million  for  the  same  period  in 
1989.  Net  income  reached  $23.5  million,  compared  to  $20.5 
million  for  the  same  period  a year  ago. 

A three-year  summary  of  source  of  revenue  by  service  area,  as 
estimated  by  INPUT,  follows: 
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THREE-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

1989 

1988 

1987 

ITEM 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

REVENUE 

$ 

PERCENT 
OF  TOTAL 

Insurance  Services 

$377.0 

45% 

$366.0 

49% 

$335.0 

50% 

Special  Services 

65.0 

8% 

58.0 

8% 

62.0 

9% 

Credit  Services 

$187.4 

22% 

$166.0 

22% 

$144.0 

21% 

Marketing  Services 

140.0 

17% 

93.0 

13% 

77.0 

12% 

Equifax  Canada 

$70.9 

8% 

$60.0 

8% 

$51.5 

8% 

TOTAL 

$840.3 

100% 

$743.1 

100% 

$670.0 

100% 

Equifax  management  attributes  1989  results  to  the  following: 

• Insurance  and  Special  Services  revenue  increased  4%  during 
1989  due  to  acquisitions  and  changes  in  the  method  of  reporting 
mortgage  loan  revenue.  The  gains  were  largely  offset  by  the 
divestiture  of  the  insurance  software  business. 

- Services  to  the  life  and  health  industry  were  up  8%,  while 
services  to  the  property  and  casualty  industry  were  down  1%. 

• Credit  and  Marketing  Services  revenues  increased  26%  during 
1989;  16%  of  the  increase  was  attributed  to  acquisitions  and 
credit  data  base  services  provided  to  Computer  Sciences 
Corporation. 

- After  eliminating  these  effects,  credit  reporting,  collections, 
and  marketing  activities  had  revenue  increases  of  4%,  10%, 
and  24%,  respectively. 

- Price  increases  contributed  only  a small  portion  to  growth. 

• The  Canadian  sector  had  a revenue  increase  of  18%,  of  which 
4%  was  attributed  to  favorable  exchange  rates  and  8%  to 
acquisitions. 
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- Excluding  these  effects,  credit  and  collection  services 
increased  6%  and  12%,  respectively,  while  insurance-related 
services  had  virtually  no  change. 

- Pricing  effects  in  1989  included  a 4%  decline  in  credit 
reporting  and  a 4%  increase  for  insurance-related  services. 


Key  Products  and 
Services 

INPUT  estimates  approximately  $485  million  (58%)  of  Equifax' 
total  1989  revenue  was  derived  from  information  services,  as 
follows  ($  millions): 

Credit  reporting,  account 
management,  and  collections 

$175.0 

Insurance-related  electronic 
information  services 

290.0 

Mortgage  loan  systems 

20.0 

$485.0 

INPUT  estimates  approximately  90%  of  Equifax's  information 
services  revenue  was  derived  from  electronic  information  services 
provided  for  credit  reporting  and  insurance,  5%  was  derived  from 
credit  and  mortgage  account  management  processing  services,  and 
5%  from  mortgage  management  software. 

The  Credit  Information  Services  Sector  provides  electronic 
information  services  for  consumer  credit  reporting,  collection 
services,  and  credit  promotion  primarily  to  the  banking  and 
finance,  retail,  and  credit  brokerage  industries. 

• Equifax's  credit-reporting  network  consists  of  45  company- 
owned  and  more  than  200  affiliated  credit  bureaus,  providing 
access  to  information  from  all  50  states  and  the  Caribbean 
islands. 

• The  credit  data  base  includes  credit  histories  on  an  estimated 
150  million  Americans. 

• The  company  offers  an  on-line  delinquency  alert  system  that 
uses  a mathematical  model  to  assist  credit  grantors  in 
predicting  which  accounts  are  most  likely  to  become  serious 
problems  for  creditors. 

• Equifax's  Richmond  (VA)  credit  bureau,  acquired  during  1989, 
offers  a check  verification  service.  Equifax  is  considering 
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introducing  the  service  in  other  markets  after  evaluating  is 
performance  in  Richmond. 

• DTEC  is  a service  used  to  locate  people  whom  a company  may 
need  to  contact. 

• A Utility  Information  Services  division  assists  utility  companies 
in  controlling  bad  debts  by  providing  a service  that  allows  these 
companies  to  share  customer  nonpayment  information. 

• Using  demographic  data,  Equifax  also  provides  targeted 
information  and  statistical  modeling  to  help  companies  market 
their  products. 

• In  August  1988,  Equifax  signed  a ten-year  agreement  with 
Computer  Sciences  Corporation  (CSC)  under  which  31  CSC- 
owned  credit  bureaus  would  convert  to  Equifax's  credit- 
reporting system  and  use  Equifax's  credit  data  base  service. 

- The  agreement  also  permits  Equifax  to  negotiate  with  credit 
bureaus  not  owned  by,  but  affiliated  with  CSC.  As  a result, 
34  such  bureaus  also  agreed  to  become  affiliated  with 
Equifax. 

- CSC  and  these  affiliates  retain  ownership  of  their  credit  files 
and  retain  the  revenues  generated  by  their  credit  reporting 
activity.  Equifax  receives  a processing  fee  for  maintaining 
the  data  base  and  for  each  report  supplied. 

The  Insurance  and  Special  Services  sector  primarily  provides 

information  (including  health  data)  for  insurance  underwriting 

through  Equifax  Services  Inc. 

• Equifax  provides  all  major  life  and  health  insurance  companies 
in  the  U.S.  with  various  informational  services  for  help  in 
determining  the  classification  of  applicants  as  risks  for  life  and 
health  insurance  and  for  assistance  in  settling  claims.  Also, 
health  data  is  provided  to  these  companies  for  their  use  in 
underwriting  the  health  aspects  of  their  risks. 

• Equifax  also  provides  similar  information  services  to  major 
property  and  casualty  insurance  companies  in  the  U.S. 

- The  Motor  Vehicle  Record  (MVR)  Information  System 
provides  current  driver  record  information  to  insurance 
companies. 
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Industry  Markets 


- The  Rate/Price  Management  System  (RPM)  provides 
current  rate  and  classification  information  on  a company's 
book  of  personal  auto  business.  RPM  enables  the 
underwriters  to  rate  and  price  new  and  renewal  policies 
based  on  current  information. 

- The  Comprehensive  Loss  Underwriting  Exchange  (C.L.U.E.) 
is  a data  base  exchange  between  property  and  casualty 
insurance  companies  to  provide  and  have  access  to  prior 
claim  history  on  individuals,  vehicles,  or  property  involving 
auto  accidents  and  property  losses. 

• As  of  December  1989  there  were  205  insurance  carriers 
participating  in  the  exchange. 

• C.L.U.E.  revenue  reached  an  estimated  $3.4  million  in 
1989,  a 700%  ($3  million)  increase  over  1988  revenue. 

• Equifax  expects  that  by  the  end  of  1990  the  C.L.U.E. 
data  base  will  contain  information  on  policies 
representing  more  than  80%  of  the  auto  insurance 
premiums  written  in  the  U.S. 

• Premium  Audits/EPIC  (Electronic  Processing  Information 
Collection)  provides  an  automated  procedure  using  a lap-top 
computer  to  examine  an  insured's  operation,  including  financial 
and  accounting  records,  to  determine  the  actual  earned 
premium  for  a given  period. 

• Audits  are  conducted  according  to  ISO  standards  or  as 
specified  by  the  customer. 

Information  services  provided  by  Equifax's  Special  Services  unit, 
include  commercial  mortgage  servicing,  inventory  finance  and 
control  services  information,  and  hospital  bill  audits. 

During  1989,  Equifax  Canada  continued  the  consolidation  it  began 
two  years  ago,  merging  two  credit-reporting  networks  and  reducing 
the  number  of  credit-reporting  offices  from  35  to  19. 

• Equifax's  automobile  insurance  claims  data  base  in  Canada, 
CANVID,  is  similar  to  C.L.U.E. 


Equifax's  information  services  revenue  is  derived  from  the 
insurance,  banking  and  finance,  and  retail  industries;  and  credit 
agencies  and  brokers. 
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Approximately  92%  of  Equifax's  total  1989  revenue  was  derived 
from  the  U.S.  and  8%  from  Canada. 

• An  estimated  88%  of  information  services  revenue  was  derived 
from  the  U.S.  and  12%  from  Canada. 

Equifax  has  more  than  1,100  offices  in  the  U.S.,  Canada,  and  the 
U.K. 
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COMPANY  PROFILE 


EQUIFAX  INC.  J.V.  White,  Chairman  and  CEO 

1600  Peachtree  Street,  N.W.  C.B.  Rogers,  Jr.,  COO 

Atlanta,  GA  30309  Public  Corporation,  NYSE 

(404)885-8000  Total  Employees:  10,767  (Full-time) 

Total  Revenue,  Fiscal  Year  End 
12/31/87:  $670,007,000 
Information  Services  Revenue: 
$400,000,000* * 

* INPUT  estimate 


The  Company  Equifax  Inc.  was  founded  in  1899  as  a credit  reporting  agency 

under  the  name  Retail  Credit  Company.  The  company  was 
renamed  Equifax  Inc.  in  1976  and  is  the  parent  company  for  its 
affiliates  that  provide  information  for  consumer-initiated  financial 
transactions  to  clients  throughout  North  America.  The  company's 
current  organizational  structure  is  shown  in  the  exhibit. 

The  Equifax  companies  provide,  information  services  and  other 
services  through  four  service  areas  as  follows: 

• The  Insurance  and  Special  Services  area  provides  insurance 
underwriting  and  claims  investigations,  premium  auditing,  rate 
and  policy  management  and  agency  communications, 
employment  evaluation  services,  mortgage  loan  reports  and 
mortgage  servicing  aids,  and  residential  and  commercial  energy 
audits.  Information  services  offered  include  the  following: 

- Software  products  and  processing  services  for  insurance 
companies  and  agencies  are  provided  by  Equifax  Insurance 
Systems,  Inc. 

- Equifax  Services  (which  includes  the  operations  of  the 
former  Dataflo  Division),  through  distributed  data 
processing,  provides  motor  vehicle  record  information  to 
automobile  insurance  companies. 

- Enercom,  Inc.  provides  application  software  products  to  the 
utilities  industry. 

- Customers  include  property  and  casualty  insurers,  life  and 
health  insurers,  mortgage  lenders,  financial  services 
companies,  employers,  government  agencies,  and  public 
utilities. 
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• The  Consumer  Credit  Services  area  is  a national  credit  bureau 
network  providing  information  for  consumer  and  commercial 
credit  reports,  services  for  the  management  and  collection  of 
accounts  receivables  and  the  detection  and  prevention  of  fraud. 

- Batch  and  remote  data  base  processing  services  are  provided 
to  the  banking,  finance,  retail,  and  credit  brokerage 
industries  in  the  U.S.  through  The  Credit  Bureau, 
Incorporated  (CBI)  of  Georgia  and  Credit  Bureau  of 
Baltimore. 

- Customers  include  retailers,  financial  institutions,  travel  and 
entertainment  card  companies,  consumer  finance  businesses, 
and  automobile  financing  and  leasing  firms. 

• The  Marketing  Services  area  through  Equifax  Marketing 
Services  and  Elrick  & Lavidge  provides  marketing-related 
products  and  services  including  marketing  analysis,  targeted 
demographic  information,  automated  application  processing, 
credit  prescreening,  statistical  modeling,  project  management, 
and  data  processing. 

- The  list  of  customers  includes  insurance  companies,  retailers, 
banks,  consumer  credit  companies,  manufacturers  and 
marketers  of  consumer  goods  and  services,  public  utilities, 
direct-mail  marketers,  and  government  agencies. 

• Equifax  Canada,  through  two  Canadian  affiliates  (Acrofax  and 
Equifax  Services  Ltd.),  provides  insurance  underwriting  services 
and  systems,  consumer  credit  reports,  automated  business 
credit  reports,  and  accounts  collection.  Equifax  also  has  a part 
ownership  in  Toronto  Credits,  Ltd.,  a provider  of  credit 
reporting  services  in  Canada. 

- Customers  include  retailers,  banks  and  other  financial 
institutions,  major  Canadian  insurance  companies,  consumer 
goods  manufacturers  and  distributers,  and  government 
agencies. 

Equifax's  total  1987  revenue  reached  $670  million,  a 6%  increase 
over  1986  revenue  of  $635.1  million.  Net  income  increased  19%, 
from  $25.6  million  in  1986  to  $30.6  million  in  1987.  A five-year 
financial  summary  follows: 
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EQUIFAX  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


FISCAL  YEAR 

ITEM 

1987 

1986 

1985 

1984 

1983 

Revenue  (a) 

• Percent  increase 

$670,007 

$635,076 

$564,270 

$466,057 

$435,707 

from  previous  year 

6% 

13% 

21% 

7% 

7% 

Income  from  continuing 
operations  before  taxes 
• Percent  increase 

$56,378 

$46,636 

$40,320 

$33,223 

$32,885 

from  previous  year 

21% 

16% 

21% 

1% 

47% 

Income  from  continuing 
operations  after  taxes 

$30,556 

$25,61 1 

$22,423 

$18,713 

$18,239 

• Percent  increase 

from  previous  year 

19% 

14% 

20% 

3% 

47% 

Net  income 
• Percent  increase 

$30,556 

$25,611 

$18,362 

(b) 

$18,619 

$17,751 

(decrease)  from 

previous  year 

19% 

40% 

(1%) 

5% 

45% 

Earnings  per  share  from 
continuing  operations 
• Percent  increase 

$1.43 

$1.20 

$1.05 

$0.88 

$0.86 

from  previous  year 

19% 

14% 

19% 

2% 

43% 

Net  earnings  per  share  (c) 
• Percent  increase 

$1.43 

$1.20 

$0.86 

$0.87 

$0.84 

(decrease)  from 
previous  year 

19% 

40% 

(1%) 

4% 

40% 

(a)  Revenue  has  been  restated  to  reflect  the  sale  of  Equifax's  commercial  printing  subsidiary,  IPD 

Printing  & Distributing,  Inc.,  during  the  third  quarter  of  1985  for  $1.54  million. 

(b)  Includes  losses  on  the  disposal  of  IPD  of  approximately  $4.2  million  or  $0. 19  per  share. 

(c)  Restated  to  reflect  a two-for-one  stock  split  effective  March  1 1,  1986  and  a three-for-two  stock 

split  in  1985. 


A two-year  summary  of  source  of  revenue  by  service  area,  as 
provided  by  Equifax,  follows: 
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EQUIFAX  INC. 

TWO-YEAR  SOURCE  OF  REVENUE  SUMMARY 
($  millions) 


FISCAL  YEAR 

ITEM 

1987 

1986 

Insurance  Services 

$335.0 

$329.0 

Special  Services 

62.0 

66.0 

Credit  Services 

157.0 

141.0 

Marketing  Services 

64.0 

56.0 

Equifax  Canada  Credit  Services 

41.0 

33.0 

Equifax  Canada  Insurance  Services 

11.0 

10.0 

TOTAL 

$670.0 

$635.0 

(a)  Includes  pre-employment  information  services. 


For  the  six  months  ending  June  30,  1988,  revenue  increased  8.4% 
from  $326.6  million  to  $354  million.  Net  income  increased  9.7% 
from  $14.5  million  to  $15.9  million. 

In  1982,  Equifax  made  the  decision  to  fundamentally  change  the 
company's  development  strategy  and  to  concentrate  its  efforts  and 
resources  on  expanding  its  data  base  services.  Accordingly,  the 
company  began  divesting  itself  of  businesses  that  did  not  fit  into 
the  long-range  plan  or  could  not  be  operated  profitably,  and  began 
to  acquire  companies  more  in  line  with  its  objectives  and 
capabilities.  Recent  computer  services  companies  acquired 
include  the  following: 

• In  July  1987,  Equifax  acquired  substantially  all  of  the  assets  of 
Credit  Bureau  of  Greater  Charleston,  Inc.,  a credit  reporting 
and  collections  bureau  in  South  Carolina,  for  $5,862,000.  The 
acquisition  has  been  accounted  for  as  a purchase. 

• In  February  1988,  Equifax  acquired  White  & White  Inspection 
and  Audit  Service,  Inc.,  of  Kansas  City,  Missouri  for 
$16,000,000.  White  & White  provides  inspection  services  and 
premium  audits  for  property  and  casualty  insurance  companies. 

• In  April  1988,  Equifax  acquired  Credit  Bureau  of  Pensacola, 
Inc.,  which  provides  credit  reporting  services.  In  May  1988, 
Equifax  acquired  Delta  Financial  Systems,  Inc.,  Orlando, 
Florida,  a mortgage  loan  reporting  company.  The  aggregate 
purchase  price  of  these  acquisitions  was  approximately 
$6,200,000.  The  acquisitions  will  be  accounted  for  as  purchases. 
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• In  June  1988,  Equifax  acquired  Services  Resource  of  Daytona. 
Services  Resource  provides  credit  reporting  services  to  central 
Florida, 

• In  July  1988,  Equifax  acquired  National  Decision  Systems,  Inc. 
(NDS)  of  San  Diego,  California.  National  Decision  Systems 
provides  expertise  to  assist  companies  in  analyzing  marketing 
strategies  involving  customers,  products,  locations,  and 
advertising  decisions. 

• In  August  1988,  Equifax  acquired  the  General  Credit  Bureau  of 
Puerto  Rico,  Inc.  General  Credit  Bureau  provides  credit 
reporting  services. 

In  August  1988,  Associated  Credit  Services,  Inc.,  a credit  reporting 
unit  of  Computer  Sciences  Corporation,  signed  a service  bureau 
contract  with  Equifax.  This  agreement  will  accelerate  the  national 
expansion  efforts  already  in  progress. 

As  of  December  31,  1987,  Equifax  had  10,767  employees.  There 
are  currently  approximately  2,722  employees  involved  with 
information  services  as  follows: 


Equifax  Services,  Insurance 

Systems,  and  Data  Processing 

500 

CBI 

1,727 

Acrofax 

480 

Enercom 

15 

Total 

2,722 

The  major  competitors  by  business  area  include  the  following: 

• Major  competitors  in  credit  information  processing  services 
include  TRW  Information  Services,  Trans  Union  Credit 
Information  Company,  and  Chilton  Corporation. 

• Competition  in  the  utilities  industry  software  area  comes  from 
Volt  Energy,  Xenergy,  and  DMC  Inc. 

• The  company  is  not  dependent  on  any  single  customer,  and  its 
largest  customer  provides  less  than  5%  of  the  company's  total 
revenues. 
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Key  Products  and 
Services 


Approximately  93%  of  Equifax’s  1987  information  services 
revenue  was  derived  from  processing  services.  The  remaining  7% 
was  derived  from  application  software  products  for  the  insurance, 
utilities,  and  banking  industries  and  credit  providors. 

The  Insurance  and  Special  Services  sector  provides  information 
services  to  the  insurance  industry  through  Equifax  Services,  Inc., 
Equifax  Insurance  Systems,  Inc.,  and  Enercom,  Inc. 

• Insurance-related  products  produce  the  largest  amount  of 
revenue  as  a group  for  Equifax.  Equifax  has  increased  its 
technological  capabilities  in  response  to  the  changing  needs  of 
the  insurance  industry  by  investing  heavily  in  automated 
ordering  and  delivery  systems. 

- The  Motor  Vehicle  Record  (MVR)  Information  System 
provides  current  driver  record  information  to  insurance 
companies. 

• Manual  and  automated  distribution  options  are 
available,  including  the  Information  Gateway  interface 
for  ordering  and  delivery  of  reports. 

• The  Standard  Violation  Code  enhancement  for  the 
MVRs  provides  a single  table  of  standard  codes  and 
descriptions  for  the  entire  U.S. 

- The  Rate/Price  Management  System  (RPM)  provides 
current  rate  and  classification  information  on  a company's 
book  of  personal  auto  business. 

• RPM  enables  the  underwriters  to  rate  and  price  new  and 
renewal  policies  based  on  current  information. 

• RPM  information  is  available  to  customers  via  the 
Electronic  Data  Return  option,  used  with  the 
Information  Gateway  or  a customer  written  interface. 

- The  Comprehensive  Loss  Underwriting  Exchange  (C.L.U.E.) 
is  a data  base  exchange  between  property  and  casualty 
insurance  companies  to  provide  and  have  access  to  prior 
claim  history  on  individuals,  vehicles,  or  property  involving 
auto  accidents  and  property  losses. 

• C.L.U.E.  reports  are  provided  through  the  Information 
Gateway  or  customer  written  interfaces. 
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• As  of  December  1987  there  were  31  groups  representing 
more  than  140  insurance  companies  participating  in  the 
exchange. 

- Premium  Audits/EPIC  (Electronic  Processing  Information 
Collection)  provides  an  automated  procedure  utilizing  a lap- 
top computer  to  examine  an  insured's  operation,  including 
financial  and  accounting  records,  to  determine  the  actual 
earned  premium  for  a given  period. 

• Audits  are  conducted  according  to  ISO  standards  or  as 
specified  by  the  customer. 

• Equifax  Insurance  Systems  was  formed  by  acquisition  in 
October  1984  to  provide  automated  data  management  and 
software  systems  to  the  property/casualty  insurance  industry  for 
use  in  rating,  office  administration,  agency  management, 
marketing  support,  and  agency-company  communications.  The 
IBM-compatible  software  products  are  modular  and  may  be 
purchased  individually  or  as  an  integrated  package.  These 
systems  also  integrate  with  Equifax  information  products  such 
as  MVR,  RPM,  and  C.L.U.E.  Modules  available  include  the 
following: 

- Automated  Underwriting  System  (AUS)  automates 
information  flow  from  receipt  of  a property/casualty 
insurance  application  through  the  underwriting  process.  The 
criteria  used  in  risk  evaluation,  classification,  and  selection 
are  company  specific.  Electronic  acquisition  of  external  data 
(i.e.,  MVR,  inspection  reports)  is  performed  based  on 
company  requirements.  AUS  also  interfaces  with  the 
personal  and  commercial  lines  rating  systems. 

- Distributed  Communications  System  (DCS)  provides  for  the 
transmission  of  data  from  an  agency  or  branch  following  the 
IIR/ACORD  Standard  (110)  and  may  be  transmitted 
directly  to  the  company  or  via  the  IVANS  Network,  The 
system  also  allows  for  the  entry/print/communications  of 
electronic  mail,  and  receives  the  data  sent  to  the  agency  by 
the  insurance  company. 

- Company  Communications  System  (CCS)  manages 
information  received  at  the  company  location  from  DCS  or 
other  remote  communications  systems.  CCS  supports  batch, 
electronic  mail,  IIR/ACORD  Standards,  and  IVANS 
communications. 
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- Data  Rearrange  System  (DRS)  translates  information 
received  by  the  company  to  a format  consistent  with  the 
company's  needs.  Through  the  system's  two  components, 
Descriptor  Maintenance  and  Data  Reformat,  data  from  the 
company's  mainframe  can  also  be  translated  into 
IIR/ACORD  formats  for  communication  back  to  the  agency 
or  branch. 

- Universal  Billing  System  (UBS)  provides  accounts  receivable 
and  cash  management  for  invoicing  all  types  of  policies.  It 
will  directly  invoice  personal,  commercial,  or  life  policies  by 
a single  policy  bill,  account  bill,  list  bill,  or  payroll  deduction. 

- Combined  Billing  System  (CBS)  provides  alternative  billing 
methods  to  directly  invoice  personal  or  commercial  policies. 
The  system  supports  single  policy,  account,  and  list  bill 
methods.  Control  of  the  accounts  receivable  and  cash 
application  processes  are  fully  automated  through  user- 
defined  tables. 

- Premium  Accounting  and  Claims  Administration  (PAC) 
captures  premium  and  claims  information  and  develops  the 
required  statistical  and  management  reports  for  various 
agencies,  as  well  as  for  internal  management  reporting. 

- Workers  Compensation  Unit  Statistical  Reporting  System 
(WCUSR)  generates  reports  on  hard-copy  and/or  magnetic 
tape,  in  accordance  with  NCCI  plan  requirements. 

- PICS  Reporting  System  (PICS)  provides  the  capability  to 
import  preformatted  Workers'  Compensation  data  files  from 
any  system.  PICS  performs  error  checking  on  the  data  and 
then  electronically  transmits  the  data  to  NCCI  and  to  any 
state  requiring  this  information. 

- Universal  Commercial  System  (UCS)  permits  mainframe 
access  via  a microcomputer  to  provide  automatic  rating, 
quoting,  and  policy  information  management  for  commercial 
auto,  new  commercial  package,  and  workers  compensation 
policies. 

- Universal  Personal  System  (UPS)  automates  rating  and 
processing  of  personal  automobile,  homeowners,  Texas 
homeowners,  dwelling  fire,  and  assigned  risk  policies.  Both 
micro  and  mainframe  rating  systems  are  available.  Policy 
processing  services  including  declaration  issuance,  statistical 
generation,  automatic  renewal  processing,  and  policy 
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maintenance  transaction  processing  are  available  through 
on-line  transaction  entry, 

" Information  Gateway  System  (IGS)  provides  property  and 
casualty  insurance  companies  with  an  interface  between  their 
mainframe  and  micro-based  processing  systems  and  the 
nationwide  Equifax  electronic  information  distribution 
system.  IGS  is  used  in  conjunction  with  all  of  Equifax's 
decision  support  products. 

• Enercom,  Inc.  provides  the  following  software  products  to  the 
utilities  industry, 

- The  Residential  Energy  Audit  System  offers  on-site  energy 
audit  processing  via  lap-top  microcomputer  or  off-line  batch 
processing  via  an  IBM  PC. 

- EnerGraf™  is  a graphics  software  system  for  producing 
graphs  and  charts  showing  customers  their  energy  usage 
and/ or  options.  The  software  runs  on  laptop  or  IBM  and 
compatible  microcomputers. 

- The  Exchange™  System  allows  utility  companies  to 
exchange  customer  information  by  matching  the  name  of 
"skip  accounts"  with  new  connections  via  GE  Information 
Services'  telecommunications  network. 

- LOADSHAPER™,  developed  by  Morgan  Systems 
Corporation  and  marketed  exclusively  by  Enercom,  provides 
a microcomputer-based  system  to  utilities  to  effectively 
market  to  the  commercial  and  industrial  market  segment. 
LOADSHAPER  analyzes  energy  technology  options  under  a 
range  of  rate  and  financial  scenarios  and  presents  the  results 
in  proposal  format  including  graphs,  reports,  and  narrative. 

- Enercom  also  provides  data  base  management  software  for 
scheduling  and  job  tracking  functions  of  weatherization 
programs  for  utility  companies. 

The  Consumer  Credit  Services  unit  provides  processing  services 
for  consumer  credit  reporting,  collection  services,  and  credit 
promotion  primarily  to  the  banking  and  finance,  retail,  and  credit 
brokerage  industries  through  CBI/Equifax  and  Credit  Bureau  of 
Baltimore. 

• CBI's  Automated  Delivery  Systems  Group  provides  products 
that  address  the  credit  grantor's  on-line  requirements  for 
mainframe  access  to  the  142  million  consumers  on  file. 
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- CBI  offers  its  Automated  Credit  File  report  service  via 
phone,  mail,  messenger,  direct  terminal  access,  or  computer- 
to  computer  access  to  more  than  49,000  subscribers 
nationwide,  including  the  District  of  Columbia,  Puerto  Rico, 
and  the  Virgin  Islands. 

Equifax  has  entered  into  a joint  venture  with  Toronto  Credits,  Ltd. 
to  establish  an  automobile  insurance  claims  data  base  in  Canada 
similar  to  C.L.U.E.  The  joint  venture  will  be  known  as  CANVID 
Data  Services. 

industry  Markets 

Equifax's  information  services  revenue  is  derived  from  the 
insurance,  banking  and  finance,  and  retail  industries;  utilities;  and 
credit  agencies  and  brokers. 

Geographic 

Markets 

Ninety-two  percent  ($618.5  million)  of  Equifax's  revenue  is 
derived  from  the  U.S.  and  8%  ($51.5  million)  from  Canada. 

C 
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COMPANY  PROFILE 


EQUIFAX  INC. 

1600  Peachtree  Street,  N.W. 
Atlanta,  GA  30309 
(404)  885-8000 


Public  Corporation,  NYSE 
Total  Employees:  10,667 


W.  Lee  Burge,  Chairman 

J.  V.  White,  President  and  CEO 


Total  Revenue,  Fiscal  Year  End 
12/31/85:  $566,628,000 
Computer  Services  Revenue: 
$269,700,000 


THE  COMPANY 


Equifax  Inc.  was  founded  in  1899  as  a credit  reporting  agency  under  the  name 
Retail  Credit  Company.  The  company  was  renamed  Equifax  Inc.  in  1976  and 
is  the  parent  company  for  its  affiliates  that  work  interdependently  to  provide 
inforrriation-based  administrative  services  to  clients  throughout  North 
America.  The  company's  current  organizational  structure  is  shown  in  the 
exhibit. 

The  Equifax  companies  provide  computer  and  non-computer  information 
services  through  three  business  sectors,  as  follows: 

The  Insurance,  Utilities,  and  Specialized  Services  Sector  provides 
insurance  underwriting  and  claims  reports,  data  management  systems 
and  software  for  insurance  companies,  employment  evaluation  services, 
mortgage  loan  reports  and  mortgage  servicing  aids,  inventory  finance 
and  control  support^  services,  loss  control,  health  screening,  and 
services  to  the  utilities  industry.  Computer  services  offered  specific- 
ally include  the  following: 

. Distributed  data  processing  is  provided  through  the  Dataflo 

Systems  Division  of  Equifax  Services  Inc.  The  division  provides 
motor  vehicle  record  information  to  automobile  insurance 
companies. 

. Software  products  and  processing  services  for  insurance 
companies  and  agencies  are  provided  by  Equifax  Insurance 
Systems,  Inc. 

. Application  software  products  are  provided  to  the  utilities 

industry  through  Enercom,  Inc. 

The  Consumer  Credit  and  Marketing  Services  Sector  provides  consumer 
and  commercial  credit  reports,  credit  promotions  and  collections, 
credit  application  processing  and  marketing  research,  and  other 
marketing  services. 
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. Batch  and  remote  data  base  processing  services  are  provided  to 
the  banking,  finance,  retail,  and  credit  brokerage  industries  in 
the  U.S.  through  The  Credit  Bureau,  Incorporated  (CBI)  of 
Georgia. 

The  Canadian  Sector  provides,  through  two  Canadian  affiliates, 
insurance  underwriting  and  claims  reports,  employment  evaluation 
services,  mortgage  loan  reports  and  mortgage  servicing  aids,  inventory 
finance  and  control  support  services,  consumer  and  commercial  credit 
reports  and  collections. 

. Acrofax  Inc.  provides  computer  services  similar  to  those 
provided  by  CBI. 

Equifax's  total  1985  revenue  reached  $566.6  million,  a 21%  increase  over  1984 
revenue  of  $468  million.  Net  income  from  continuing  operations  increased 
20%,  from  $18.7  million  in  1984  to  $22.4  million  in  1985.  A five-year 
financial  summary  follows; 
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EQUIFAX  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


YEAR 

1985 

ITEM  

1984 

1983 

1982 

1981 

Revenue  (a) 

$566,628 

$ 468,049 

$440,144 

$ 404,360 

$379,775 

. Percent  increase 

from  previous  year 

21% 

6% 

9% 

6% 

N/A 

Income  from  continuing 

operations  before 
taxes 

. Percent  increase 

$ 

40,320 

$ 

33,223 

$ 

32,885 

$ 

22,378 

$ 

25,939 

(decrease)  from 
previous  year 

21% 

1% 

47% 

(14%) 

N/A 

Income  from  continuing 

operations  after 
taxes 

. Percent  increase 

$ 

22,423 

$ 

18,713 

$ 

18,239 

$ 

12,376 

$ 

15,056 

(decrease)  from 
previous  year 

20% 

3% 

47% 

(18%) 

N/A 

Net  income 

$ 

18,362 

(b) 

$ 

18,619 

$ 

17,751 

$ 

12,234 

$ 

15,81 1 

. Percent  increase 

(decrease)  from 

previous  year 

(1%) 

5% 

45% 

(23%) 

50% 

Earnings  per  share 

from  continuing 
operations 
. Percent  increase 

$ 

1.05 

$ 

0.88 

$ 

0.86 

$ 

0.60 

$ 

0.74 

(decrease)  from 
previous  year 

19% 

2% 

43% 

( 1 9%) 

N/A 

Net  earnings  per 

$ 

share  (c) 

. Percent  increase 

0.86 

$ 

0.87 

$ 

0.84 

$ 

0.60 

$ 

0.78 

(decrease)  from 
previous  year 

(1%) 

4% 

40% 

(23%) 

N/A 

(a)  Revenue  has  been  restated  to  reflect  the  sale  of  Equifax's  commercial  printing 
subsidiary,  IPD  Printing  & Distributing,  Inc.,  during  the  third  quarter  of  1985  for 
$15.4  million. 

(b)  Includes  losses  on  the  disposal  of  IPD  of  approximately  $4.2  million  or  $0.19  per 
share. 

(c)  Restated  to  reflect  a two-for-one  stock  split  effective  March  I I,  1986. 
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Equifax's  computer  services  revenue  reached  $269.7  million  in  1985,  a 30% 
increase  over  computer  services  revenue  of  $207.6  million  in  1984.  A three- 
year  computer  services  revenue  summary  follows: 


EQUIFAX  INC. 

THREE-YEAR  COMPUTER  SERVICES  REVENUE  SUMMARY 

($  millions) 


FISCAL  YEAR 

ITEM  

1985 

1984 

1983 

Dataflo  Systems  Division 

$ 124.3 

$ 1 02.3 

$ 91.7 

. Percent  increase  from 

previous  year 

22% 

12% 

10% 

Equifax  Insurance  Systems 

$ 7.9 

$1.9  (a) 

. Percent  increase  from 

previous  year 

316% 

N/A 

N/A 

CBI 

$ 105.6 

$ 86.0 

$ 70.6 

. Percent  increase  from 

previous  year 

23% 

22% 

28% 

Acrofax  Inc. 

$ 21.3 

$ 12.9(b) 

$ 12.1  (b) 

. Percent  increase  from 

previous  year 

65% 

7% 

32% 

Enercom,  Inc. 

$ 10.6 

$ 4.5 

$ 2.9 

. Percent  increase  from 

previous  year 

136% 

55% 

N/A 

Total  Computer  Services 

$269.7 

$ 207.6 

$ 177.3 

(a)  Revenue  figure  includes  only  one-quarter  of  operations.  If  the  company  had 
been  formed  at  the  beginning  of  1984  and  operations  had  been  included  for  the 
full  year,  the  company  would  have  contributed  about  $8.0  million  in  revenue. 

(b)  Revenue  has  been  restated  to  reflect  a change  in  accounting. 

• In  1982  Equifax  made  the  decision  to  fundamentally  change  the  company's 
development  strategy  and  to  concentrate  its  efforts  and  resources  on 
expanding  its  data  base  services.  Accordingly,  the  company  began  divesting 
itself  of  businesses  that  did  not  fit  into  the  long-range  plan  or  could  not  be 
operated  profitably,  and  began  to  acquire  companies  more  in  line  with  its 
objectives  and  capabilities.  Computer  services  companies  acquired  or 
divested  include  the  following: 

In  October  1982  Equifax  acquired  Enercom,  Inc.  of  Phoenix  (AZ)  for 
$3,570,000  cash.  The  acquisition  was  accounted  for  as  a purchase. 


5 of  13 
June  1 986 


©1986  by  INPUT.  Reproduction  Prohibited. 


INPUT 


EQUIFAX  INC. 


Enercom  specializes  in  providing  applications  software  for  the  utility 
industry. 

In  February  1983  Equifax's  CBI  subsidiary  acquired  three  companies-- 
Credit  Northwest  Corporation,  Olympia  Credit  Bureau,  and  Credit 
Bureau  of  Lewis  County,  all  located  in  the  state  of  Washington.  The 
companies  were  merged  into  one  entity.  Credit  Northwest  Corporation, 
that  provides  credit  reporting  and  collection  services.  The  combined 
purchase  price  amounted  to  $13,360,000  in  cash. 

In  April  1983  Equifax  sold  the  net  assets  of  its  medical  administration 
processing  services  operation  (formerly  the  Systemedics  subsidiary)  to 
Compu-Med  Systems  of  Kenilworth  (NJ),  effective  January  I,  1983. 
The  sale  resulted  in  a loss  of  $3.2  million  that  was  accrued  as  of 
December  31,1 982. 

In  October  1984  Equifax  formed  a new  affiliate,  Equifax  Insurance 
Systems,  Inc.,  by  the  acquisition  and  subsequent  merger  of  Alliance 
Insurance  Management  Systems,  Inc.  (Cedar  Rapids,  lA),  Insurance 
Information  Incorporated  (Atlanta,  GA),  and  certain  assets  of  American 
Insurance  Computers,  Inc.  (Denton,  TX). 

. The  acquisitions  were  accounted  for  as  purchases,  and  the 
combined  purchase  price  amounted  to  $5,859,000  in  cash. 

. The  newly  formed  company  now  provides  software  products  and 
processing  services  to  insurance  companies  and  agencies. 

In  April  1985,  Equifax  acquired  through  its  wholly  owned  Canadian 
affiliate,  Acrofax  Inc.,  the  credit  reporting  and  collections  operations 
of  Valemount  Management  Services,  Ltd.  in  Alberta  and  British 
Columbia  for  a purchase  price  of  $6,925,000. 

In  October  1985,  Acrofax  Inc.  acquired  a 47.7%  controlling  interest  in 
the  credit  reporting  and  credit  collections  operations  of  Toronto 
Credits,  Ltd.  for  $7,540,000. 

• As  of  December  31,  1985,  Equifax  had  10,667  employees.  There  are  currently 
approximately  2,545  employees  involved  with  computer  services  as  follows: 


Dataflo  Systems  Division 

360 

Equifax  Insurance  Systems 

140 

CBI 

1,550 

Acrofax 

480 

Enercom 

15 

Total 

2,545 
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• The  major  competitors  by  business  area  include  the  following: 

Major  competitors  in  credit  information  processing  services  include 
TRW  Information  Services,  Trans  Union  Credit  Information  Company, 
Chilton  Corporation,  and  Associated  Credit  Services,  Inc.  (a  unit  of 
Computer  Sciences  Corporation). 

Competition  in  the  insurance  industry  software  area  comes  from 
companies  such  as  AGENA  Corporation  and  ARC/AMS. 

Competition  in  the  utilities  industry  software  area  comes  from  Volt 
Energy,  Xenergy,  and  DMC  Inc. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  93%  of  Equifax's  1985  computer  services  revenue  was  derived 
from  processing  services.  The  remaining  7%  was  derived  from  application 
software  products  for  the  insurance  and  utilities  industries. 

• The  Insurance,  Utilities,  and  Specialized  Services  Sector  provides  computer 
services  to  the  insurance  industry  through  the  Dataflo  Systems  Division  and 
Equifax  Insurance  Systems,  Inc.,  and  software  products  to  the  utilities 
industry  through  Enercom,  Inc. 

Dataflo  Systems  provides  motor  vehicle  record  (MVR)  information  to 
automobile  insurance  companies  by  interfacing  with  each  state's 
Department  of  Motor  Vehicles.  Three  modes  of  delivery  are  available: 

. National  Electronic  Transmission  System  (NETS)  allows  users  to 
transmit  requests  by  computer  to  computer  or  by  creating  a 
magnetic  tape  which  is  sent  to  Dataflo  for  processing. 

A user  of  NETS  typically  has  10,000  or  more  MVR 
requests  per  location,  per  month. 

Users  are  charged  on  a transaction  basis.  NETS'  charges 
range  from  $0.31  to  $0.41  per  MVR,  plus  a state  registry 
fee  of  $0.50  to  $6.00,  depending  on  the  state  to  which  the 
request  is  made. 

. Automated  Systems  allows  the  user  to  have  a terminal  installed 
on-site  and  make  MVR  requests  via  remote  batch. 

A user  of  Automated  Systems  typically  has  2,500  to 
10,000  MVR  requests  per  location,  per  month. 

Dataflo  usually  owns  the  Sycor  340  or  440  terminals 
installed  at  the  user  site. 
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Users  are  charged  on  a transaction  basis  ranging  from 
$0.31  to  $0.52  per  MVR,  plus  the  state  registry  fee. 

. Rapid  List  is  the  batch  mode  offering  of  Dataflo. 

Users  request  MVRs  on  a standard  written  form,  by 
courier  or  mail.  Dataflo  personnel  keypunch  and  process 
the  requests  and  deliver  the  printed  results  back  to  the 
user. 

A user  of  Rapid  List  typically  has  between  500  and  2,500 
MVR  requests  per  location,  per  month. 

Users  are  charged  on  a transaction  basis,  ranging  from 
$0.51  to  $0.62  per  MVR,  plus  the  state  registry  fee. 

Equifax  Insurance  Systems  was  formed  by  acquisition  in  October  1984 
to  provide  software  systems  to  the  property/casualty  insurance 
industry  for  use  in  rating,  office  administration,  agency  management, 
marketing  support,  and  agency-company  communications.  The  IBM- 
compatible  software  products  are  modular  and  may  be  purchased 
individually  or  as  an  integrated  package  and  are  also  available  as  a 
processing  service.  Modules  available  include: 

. Automated  Underwriting  System  (AUS)  automates  information 
flow  from  receipt  of  a property/casualty  insurance  application 
through  the  underwriting  process.  The  criteria  used  in  risk 
evaluation,  classification,  and  selection  are  company  specific. 
Electronic  acquisition  of  external  data  (i.e.,  MVR,  inspection 
reports)  is  performed  based  on  company  requirements.  AUS  also 
interfaces  with  the  personal  and  commercial  lines  rating 
systems. 

. Micro  Rating  System  (MRS)  provides  rate  quoting  and  policy 
issue  of  both  personal  and  commercial  lines  of  business  on  an 
IBM  PC  used  in  an  agency,  branch,  or  home  office  location. 
Policies  can  be  transmitted  to  a company's  mainframe  system 
using  DCS  (described  below). 

• Policy  Information  and  Management  System  (PIMS)  provides  the 
agent  with  the  ability  to  enter  personal  and  commercial  lines 
transactions  following  the  IIR/ACORD  Standards. 

. Distributed  Communications  System  (DCS)  provides  for  the 
transmission  of  data  from  an  agency  or  branch  following  the 
IIR/ACORD  Standard  (110)  and  may  be  transmitted  directly  to 
the  company  or  via  the  IVANS  Network.  The  system  also  allows 
for  the  entry/print/communications  of  electronic  mail,  and 
receives  the  data  sent  to  the  agency  by  the  insurance  company. 
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Company  Communications  System  (CCS)  manages  information 
received  at  the  company  location  from  DCS  or  other  remote 
communications  systems.  CCS  supports  batch,  electronic  mail, 
IIR/ACORD  Standards,  and  IVANS  communications. 

Data  Rearrange  System  (DRS)  translates  information  received 
by  the  company  to  a format  consistent  with  the  company's 
needs.  Through  the  system's  two  components.  Descriptor 
Maintenance  and  Data  Reformat,  data  from  the  company's 
mainframe  can  also  be  translated  into  IIR/ACORD  formats  for 
communication  back  to  the  agency  or  branch. 

Universal  Billing  (UBS)  provides  accounts  receivable  and  cash 
management  for  invoicing  all  types  of  policies.  It  will  direct  bill 
personal,  commercial,  or  life  policies  by  a single  policy  bill, 
account  bill,  list  bill,  or  payroll  deduction. 

Agency  Bill  allows  companies  to  account  for  all  transactions 
with  their  agents,  and  generates  and  reconciles  statements  for 
both  direct  billed  and  agency  billed  policies.  Commission  and 
premium  information  is  also  maintained. 

Universal  Distributor  System  (UDS)  distributes  and  maintains 
files  between  mainframes  and  microcomputers.  Programs, 
tables,  and  other  data  may  be  exchanged  between  the  devices 
while  an  inventory  of  exchanged  information  is  automatically 
maintained. 

Premium  Accounting  and  Claims  Administration  (PAC)  captures 
premium  and  claims  information  and  develops  the  required 
statistical  and  management  reports  for  various  agencies,  as  well 
as  for  internal  management  reporting. 

Workers  Compensation  Unit  Statistical  Reporting  System 
generates  reports  on  hard-copy  and/or  magnetic  tape,  in  accord- 
ance with  NCCl  plan  requirements. 

Universal  Commercial  System  (UCS)  permits  mainframe  access 
via  a microcomputer  to  provide  automatic  rating,  quoting,  and 
policy  information  management  for  commercial  auto,  new 
commercial  package,  and  workers  compensation  policies. 

Universal  Personal  System  (UPS)  automates  rating  and  proces- 
sing of  personal  automobile,  homeowners,  Texas  homeowners, 
dwelling  fire,  and  assigned  risk  policies.  Both  micro  and  main- 
frame rating  systems  are  available.  Policy  processing  services 
including  declaration  issuance,  statistical  generation,  automatic 
renewal  processing,  and  policy  maintenance  transaction  proces- 
sing are  available  through  on-line  transaction  entry. 
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. Information  Gateway  System  (IGS)  provides  property  and 
casualty  insurance  companies  with  an  interface  between  their 
mainframe  or  micro-based  processing  systems  and  the  nation- 
wide Equifax  electronic  information  distribution  system.  IGS  is 
used  in  conjunction  with  all  of  Equifax's  decision  support 
products. 

Enercom,  Inc.  provides  the  following  software  products  to  the  utilities 

industry. 

. The  Residential  Energy  Audit  System  offers  on-site  energy  audit 
processing  via  a hand-held  microcomputer  or  off-line  batch 
processing  via  an  IBM  PC. 

. The  Advanced  Commercial  Evaluation  System  (ACES)  for 
commercial  audits  offers  energy  analysis  for  commercial 
buildings,  data  base  capabilities,  lighting  analysis,  and  manage- 
ment and  government  report  generation. 

. EnerGraf  is  a graphics  software  system  for  producing  graphs 
and  charts  showing  customers  their  energy  usage  and/or 
options.  The  software  runs  on  hand-held  microcomputers  by 
GEISCO  and  Texas  Instruments,  and  on  HP  71s  and  IBM  PCs. 

. The  Irrigation  Pumping  Program  runs  on  Texas  Instruments'  Tl 
765  intelligent  terminals  and  provides  on-site  calculation  of  an 
irrigation  pump's  efficiency  and  crop  irrigation  analysis.  Results 
can  be  transferred  to  a data  base  for  administrative  reporting  on 
General  Electric  Information  Services  Company's  (GEISCO) 
network. 

. The  EXCHANGE^ System  allows  utility  companies  to  exchange 
customer  information  by  matching  the  name  of  "skip  accounts" 
with  new  connections  via  GEISCO's  telecommunications 
network.  There  are  currently  over  130  of  the  largest  utilities 
companies  using  the  service. 

. The  Video  Information  Center  is  an  IBM  PC-based  interactive 
instructional  system  that  permits  utilities  to  teach  their 
customers  energy  management.  Instructional  programs  are 
customized  to  client  requirements. 

. Enercom  also  provides  data  base  management  software  for 
scheduling  and  job  tracking  functions  of  weatherization 
programs  for  utility  companies. 

The  Consumer  Credit  and  Marketing  Services  and  Canadian  Sectors  provide 
processing  services  for  consumer  credit  reporting,  collection  services,  and 
credit  promotion  primarily  to  the  banking  and  finance,  retail,  and  credit 
brokerage  industries  through  CBI  in  the  U.S.  and  Acrofax  in  Canada. 
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CBI's  Automated  Delivery  Systems  Group  provides  three  products  that 

grantor's  on-line  requirements  for  mainframe  access 
to  CBI's  140  million  credit  file  data  base. 

System-to-System  reporting  provides  for  the  direct  interface 
between  a customer's  computer  and  CBI's  computer  using  CBI's 
System-to-System  software  to  program  the  customer's  applica- 
tion processing  system.  Six  output  formats  are  offered: 

Print  Image  allows  the  customer  to  print  a credit  file  or 
display  it  on  an  internal  CRT  for  manual  analysis. 

Point  Scoring  Summary  provides  the  customer's  computer 
with  a machine  readable  summary  of  file  contents  for 
processing  by  the  customer's  application  software. 

- Summary  and  Print  provides  both  of  the  above  products 
allowing  either  manual  or  computer  review  of  file  data. 

Summary  and  Standard  Exception  Criteria  Print  provides 
the  file  summary  output  for  computer  analysis  and  a 
Print  Image  report  is  returned  only  when  file  data  meets 
^ certain  pre-defined  criteria. 

Full-File  Fixed  Format  provides  customers  with  complete 
file  data  along  with  identities  of  the  various  file 
elements,  delivered  in  a fixed  field  format  for  automated 
processing,  analysis,  or  reformatting. 

Fixed-File  Fixed  Human/Machine  Readable  Format 
provides  the  user  with  file  data  in  fixed  field  format  with 
capability  to  print  or  display  data. 

Teletype  Simulation  provides  direct  access  from  the  user's 
computer  to  CBI's  data  base  via  CBI  ACROFILE.  Data  can  be 
displayed  on  the  user's  CRT,  printed  in  a CBI  teletype  report,  or 
stored  for  later  access.  This  product  is  generally  used  by  credit 
grantors  not  using  a point  scoring  process. 

BIPS  (Batch  Inquiry  Processing  System)  allows  CBI  customers  to 
batch  inquiries  throughout  the  day  on  magnetic  tape  for  later 
transmission  to  CBI's  teleprocessing  unit  in  Atlanta  for  proces- 
sing. Four  output  products  available  via  magnetic  tape  are  Print 
Image,  Full-File  Fixed  Format,  Point  Scoring  Summary,  and 
Summary  and  Print.  These  output  products  were  described 
under  System-to-System  outputs. 


CBI  offers  The  Automated  Credit  File  report  service  which  is  available 
by  phone,  mail,  messenger,  direct  terminal  access,  or  computer-to- 
computer  access  to  over  36,000  subscribers  in  26  states,  the  District  of 
Columbia,  and  Puerto  Rico. 
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Safescan'''^-  provides  subscribers  with  an  alert  message  on  the  credit 
report  advising  verification  of  information  after  the  system  has 
scanned  the  files  for  patterns  of  information  that  may  indicate  the 
possibility  of  fraud. 

CBI  offers  collection  services  through  its  CBI  Collections  Division. 
Five  services  are  available. 

. The  Computerized  Collection  Letter  Service  (CCLS)  is  a letter 
service  sent  from  regional  computers.  Various  letter  formats 
are  available  and  letters  are  sent  according  to  customer- 
specified  time  intervals. 

. Regular  Collections  include  direct  contact  with  debtor  and 

collection  of  payment.  Monthly  collection  performance  reports 
are  forwarded  to  the  customer. 

. Accounts  Receivable  Management  Service  (ARMS)  combines  the 
collection  letter  service  with  regular  collections. 

. Commercial  collections  provides  account  management  for 

business  to  business  sales,  collection  services,  and  monthly 
summary  reports. 

. Collection  Training  Seminars  provide  in-house  training  for 

analysis  of  debtors,  professional  collection  calls,  office  visits, 
and  skip  tracing. 

CBI  Account  Monitoring  Service  automatically  reviews  accounts  and 
sends  credit  grantors  monthly  notifications  of  accounts  showing  signifi- 
cant change. 

Credit  Marketing  Services  assists  customers  in  expanding  their  account 
base  through  Prescreening  and  Promotions,  directed  at  prospects  with 
pre-approved  credit;  direct  extraction  of  names  and  markets  from 
CBI's  data  base;  and  the  Newcomer  Service,  directed  at  prospects  that 
have  recently  moved  to  a new  area. 

Acrofax  Inc.  provides  credit  reporting,  collection  services,  and 
automated  services  to  independent  credit  bureaus  throughout  Canada. 

INDUSTRY  MARKETS 

• Approximately  46%  of  Equifax's  computer  services  revenue  comes  from  the 
insurance  industry.  The  remainder  comes  from  the  banking  and  finance  and 
retail  industries,  utilities,  and  credit  agencies  and  brokers. 
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GEOGRAPHIC  MARKETS 

• Ninety-two  percent  of  Equifax's  computer  services  revenue  was  derived  from 
the  U.S.  and  8%  from  Canada. 

COMPUTER  HARDWARE 

• Equifax  computer  installations  are  as  follows: 

Dataflo. 

5 DEC  PDP  1 1 /70s. 

I DEC  PDP  I 1/34. 

I DEC  PDP  1 1 /35. 

IBM  PC/XTs,  DEC  VT  1 03s,  and  PC  350s. 

Credit  Bureau,  Inc.  (CBI). 

. 2 Amdahl  5870s  AP. 

Acrofax  Inc. 

I IBM  4381. 

. 4 IBM  System  36s. 

Corporate. 

. I Amdahl  V-8. 

I IBM  4381-12. 


1 3 of  13 
June  1 986 


©1986  by  INPUT.  Reproduction  Prohibited. 


INPUT 


o 


Cml 


COMPANY  HIGHLIG 


EQUIMATICS  Division  of 
INFORMATICS  INC. 

1025  Elm  Street 
Dallas,  Texas  75202 
(214)  744-4342 


M.  L.  Bradley,  Vice-President  and 
General  Manager 

Division  of  Informatics  Inc.  which 
itself  is  a subsidiary  of  The 
Equitable  Life  Assurance  Society 
of  the  United  States,  a mutual 
insurance  company 
Computer  services  employees:  160 

Total  company  and  computer  services 
sales  as  of  FY  ending  12/76: 
$6,000,000  (estimate)* 


PRODUCTS/ SERVICES : 


Equimatics  obtains  33/^  of  its  revenues  from  software  products, 
33%  from  installation  services  related  to  those  products,  25% 
from  processing  services,  and  9%  from  insurance  related  consul- 
ting. Equimatics  sells  its  software  as  either  a product  or  a 
service. 

The  best  selling  software  products  are: 

— LIFE— COMM  III:  a family  of  software  products  which  provide 

home  office  administration  online  and  batch  services  for 
lifs  insurance  companies.  Subsystems  include  underwriting 
and  issue,  policy  maintenance,  billing  collection,  agent/ 
agency  performance  and  compensation,  valuation,  policy 
owner  service  and  alpha  index.  The  price  ranges  from 
$200,000  to  $500,000  depending  upon  options  selected. 
Available  for  use  on  IBM  DOS,  OS  or  VS  computers. 

ISSUE-COMM:  a policy  issue  system,  also  available  for  IBM 

DOS,  OS,  and  VS  computers,  and  selling  for  $75,000. 

- STOCK  AND  BOND , MORTGAGE  LOANS:  each  of  these  systems  is 

available  for  IBM  DOS,  OS,  or  VS  users  and  is  priced  at 
$20,000  to  $40,000.  Can  be  used  by  life  Insurance  as  well 
as  property/liability  companies. 

The  company  provides  Variable  Life  and  Variable  Life  Annuity 
capability  in  its  insurance  products  and  processing  services. 
Credit  Life  processing  services  are  also  offered. 


by  Informatics,  Inc.  management 
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OVERALL  ASSESSMENT  AND  TRENDS: 


• Equimatics  has  experienced  a 35%  growth  rate  in  sales  in 
recent  years  and  forecasts  a 20%  to  25%  growth  rate  for 
the  future.  Ever  since  its  founding  in  1966,  the  company 

has  focused  exclusively  in  the  insurance  industry.  Management 
foresees  a continuation  of  the  full  spectrum  of  insurance- 
related  processing,  software  products,  and  consulting 
services.  The  next  two  years  will,  however,  see  an  increasing 
emphasis  on  processing  services  as  a larger  percentage  of 
sales  than  the  current  25%. 

• As  a division  of  Informatics*,  one  of  the  largest  computer 
services  and  products  vendors  in  the  nation,  and  as  a part  of 
a parent  company.  The  Equitable,  which  itself  is  the  third 
biggest  life  insurance  company  in  the  country,  Equimatics 
provides  an  image  of  competence  and  stability  in  the  market- 
place. These  strengths,  in  combination  with  its  proven 
performance  to  date  and  its  continued  concentration  on  the 
industry  it  knows  best,  should  be  important  factors  in  its 
ability  to  achieve  its  future  objectives. 


APPLICATIONS : All  of  Equimatics  software  is  applications  oriented 

as  previously  outlined  above. 


INDUSTRY  MARKETS:  Equimatics  revenues  are  obtained  primarily  from 

the  life  and  health  insurance  industry.  Some  portion  of  sales 
comes  from  the  property  and  liability  insurance  industry. 


GEOGRAPHIC  MARKETS: 

• Equimatics  has  customers  throughout  the  U.S.A.  and  in  Canada. 
Heaviest  concentration  of  business  is  in  the  Midwest,  Northeast, 
and  Southeast.  Sales  offices  are  located  in  New  York,  Chicago, 
Atlanta,  and  Dallas.  Eighty  percent  of  Equimatics  employees 

are  based  in  Dallas,  with  the  balance  at  client  or  field  offices. 

• Equimatics  data  centers  are  located  in  Dallas  and  Forth  Worth, 
Texas.  Equimatics  also  utilizes  other  Informatics  data  centers. 


COMPUTER  HARDWARE  AND  SOFTWARE:  The  Dallas  data  center  has  one  IBM 

370/145,  running  DOS,  OS,  and  VS,  and  one  IBM  360/30  running  DOS.  The 
Forth  Worth  center  has  one  IBM  360/30  under  DOS.  Informatics  has  a 
large  scale  time-sharing  and  remote  job  entry  oriented  data  center  in 
New  Jersey  with  IBM  370/158  computers. 

*For  more  information,  see  the  Informatics  listing  in  this  Directory 
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EQUIFAX  INC. 

1 600  Peachtree  Street,  N.W. 
Atlanta,  GA  30309 
(404)  885-8000 


W.  Lee  Burge,  Chairman 
J.  V.  White,  President  and  CEO 
Public  Corporation,  NYSE 
Total  Employees:  9,995 
Total  Revenue,  Fiscal  Year  End 
12/31/84:  $509,094,000 
Computer  Services  Revenue: 

$21 1,500,000 


THE  COMPANY  . 

• Equifax  Inc.  was  founded  in  1899  as  a credit  reporting  agency  under  the  name 
Retail  Credit  Company,  The  company  was  renamed  Equifax  Inc.  in  1976  and 
is  a holding  company  for  its  eight  affiliates  that  conduct  the  actual  operations 
on  a profit  center  basis. 

• The  Equifax  companies  provide  computer  and  non-computer  information 
services  to  business,  industry,  and  government  in  three  administrative  services 
categories,  as  shown  in  the  exhibit. 

Risk  Management  Services  provides  information  to  the  insurance 
industry  for  underwriting  and  claim  purposes,  property  valuation 
surveys,  health  screening  for  insurers  and  employers,  employment 
selection,  and  loss  control  and  safety  programs.  Computer  services 
offered  include  the  following: 

. Distributed  data  processing  is  provided  through  the  Dataflo 
Systems  Division  of  Equifax  Services  Inc.  The  division  provides 
motor  vehicle  record  information  to  automobile  insurance 
companies. 

. Automated  systems  and  software  for  insurance  companies  and 
agencies  are  provided  by  Equifax  Insurance  Systems,  Inc. 

Financial  Control  Services  provides  information  for  mortgage  loan 
purposes,  inventory  finance  and  control  support  services,  commercial 
credit  reports,  and  credit  application  processing.  Computer  services 
include  credit  promotions,  collection  services,  and  consumer  credit 
reporting. 

. Batch  and  remote  data  base  processing  services  are  provided  to 
banking,  finance,  retail,  and  credit  brokerage  industries  in  the 
U.S.  through  The  Credit  Bureau  Incorporated  (CBl)  of  Georgia. 
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Similar  services  are  provided  in  Canada  through  Acrofax  Inc. 
(formerly  The  Credit  Bureau  of  Montreal). 

General  Business  Services  include  marketing  research,  residential  and 
commercial  energy  conservation  audits,  and  other  services  to  utilities. 

. Application  software  products  are  provided  to  the  utilities 
industry  through  the  Enercom,  Inc.  subsidiary  of  Equifax 
Services  Inc. 

Equifax's  total  revenue  reached  $509  million  in  1984,  an  increase  of  7%  over 
revenue  of  $475  million  in  1983.  Net  income  increased  5%  to  $18.6  million  in 
1984  from  $17.8  million  in  1983.  A five-year  financial  summary  follows: 


EQUIFAX  INC. 

FIVE-YEAR  FINANCIAL  SUMMARY 
($  thousands,  except  per  share  data) 


YEAR 

ITEM 

1984 

1983 

1982 

1981 

1980 

Revenue 

$ 509,094 

$475,319 

$436,705 

$ 409,573 

$372,140 

. Percent  increase 

from  previous  year 

7% 

9% 

7% 

10% 

9% 

Income  before  taxes 

$ 33,357 

$ 32,160 

$ 22,072 

$ 27,350 

$ 18,921 

. Percent  increase 

(decrease)  from 

previous  year 

4% 

46% 

(19%) 

45% 

2% 

Net  income 

$ 18,619 

$ 17,751 

$ 12,234 

$ 15,811 

$ 10,531 

, Percent  increase 

(decrease)  from 

previous  year 

5% 

45% 

(23%) 

50% 

2% 

Earnings  per  share  (a) 

$ 1.74 

$ 1.68 

$ 1.19 

$ 1.57 

$ 1.05 

. Percent  increase 

(decrease)  from 

previous  year 

4% 

41% 

(24%) 

50% 

N/A 

(a)  Restated  to  reflect  the  three-for-two  common  stock  split  effective  March  5, 
1985,  1983  results  include  a gain  on  the  sale  of  business  of  $0,11  per  share. 

1982  results  include  a loss  on  the  sale  of  business  of  $0.17  per  share.  1981 
results  include  gains  on  sale  of  business  and  condemnation  of  land  totaling  $0.40 
per  share. 

• Equifax's  computer  services  revenue  reached  $211.5  million  in  1984,  a 17% 
increase  over  computer  services  revenue  of  $180.1  in  1983.  A three-year 
computer  services  revenue  summary  follows: 
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EQUIFAX  INC. 

THREE-YEAR  COMPUTER  SERVICES  REVENUE  SUMMARY 

($  millions) 


— FISCAL  YEAR 

ITEM  ■ 

1984 

1983 

1982 

Dataflo  Systems  Division 

$ 102.3 

$ 91.7 

$ 83.6 

. Percent  increase  from 

previous  year 

12% 

10% 

8% 

Equifax  Insurance  Systems 

$ 1.9(a) 

. Percent  increase  from 

previous  year 

- 

- 

- 

CBI 

$ 86.0 

$ 70.6 

$ 55.2 

. Percent  increase  from 

previous  year 

22% 

28% 

8% 

Acrofax  Inc. 

$ 16.8 

$ 14.9 

$ 11.3 

. Percent  increase  from 

previous  year 

13% 

32% 

22% 

Enercom,  Inc. 

$ 4.5 

$ 2.9 

$ 0.9(b) 

. Percent  increase  from 

previous  year 

55% 

N/A 

- 

Total  Computer  Services 

$21 1.5 

$ 180.1 

$ 151.0 

(a)  Revenue  figure  includes  only  one-quarter  of  operations.  If  the  company  had 
been  formed  at  the  beginning  of  1984  and  operations  had  been  included  for  the 
full  year,  the  company  would  have  contributed  about  $8.0  million  in  revenue. 

(b)  Revenue  figure  includes  one-quarter  of  operations.  The  company  was  acquired 
in  October  1982  and  contributed  $853,000  to  1982  revenue. 

• In  1982  Equifax  made  the  decision  to  fundamentally  change  the  company's 
development  strategy  and  to  concentrate  its  efforts  and  resources  on 
expanding  its  data  base  services.  Accordingly,  the  company  began  divesting 
itself  of  businesses  that  did  not  fit  into  the  long-range  plan  or  could  not  be 
operated  profitably,  and  began  to  acquire  companies  more  in  line  with  its 
objectives  and  capabilities.  Computer  services  companies  acquired  or 
divested  include  the  following; 

In  October  1982  Equifax  acquired  Enercom,  Inc.  of  Phoenix  (AZ)  for 
$3,570,000  cash.  The  acquisition  was  accounted  for  as  a purchase. 
Enercom  specializes  in  providing  applications  software  for  the  utility 
industry  and  operates  as  a subsidiary  of  Equifax  Services  Inc. 


o 


o 

4 of  1 I 

October  I 985 


©1985  by  INPUT.  Reproduction  Prohibited. 


INPUT 


hQUIFAX  INC. 


In  February  1983  Equifax's  CBI  subsidiary  acquired  three  companies-- 
Credit  Northwest  Corporation,  Olympia  Credit  Bureau,  and  Credit 
Bureau  of  Lewis  County,  all  located  in  the  state  of  Washington.  The 
companies  were  merged  into  one  entity.  Credit  Northwest  Corporation, 
and  provide  credit  reporting  and  collection  services.  The  combined 
purchase  price  amounted  to  $13,360,000  in  cash. 

In  April  1983  Equifax  sold  the  net  assets  of  its  medical  administration 
processing  services  operation  (formerly  the  Systemedics  subsidiary)  to 
Compu-Med  Systems  of  Kenilworth  (NJ),  effective  January  1,  1983. 
The  sale  resulted  in  a loss  of  $3.2  million  that  was  accrued  as  of 
December  31,1 982. 

In  October  1984  Equifax  formed  a new  affiliate,  Equifax  Insurance 
Systems,  Inc.,  by  the  acquisition  and  subsequent  merger  of  Alliance 
Insurance  Management  Systems,  Inc.  (Cedar  Rapids,  lA),  Insurance 
Information  Incorporated  (Atlanta,  GA),  and  certain  assets  of  American 
Insurance  Computers,  Inc.  (Denton,  TX). 

. The  acquisitions  were  accounted  for  as  purchases,  and  the 
combined  purchase  price  amounted  to  $5,859,000  in  cash. 

. The  newly  formed  company  provides  software  systems  to 
insurance  companies  and  agencies  and  is  expected  to  generate 
$1 1 million  in  1985  revenue,  a 38%  increase  over  the  combined 
1984  revenues  of  the  acquired  companies. 

As  of  December  31,  1984,  Equifax  had  9,995  employees.  There  are  currently 
9,400  employees,  of  which  approximately  2,260  are  involved  with  computer 
services  as  follows: 


Risk  Systems  Division 
. Dataflo  Systems  Division  275 

. Equifax  Insurance  Systems  90 

Financial  Control  Services 
. CBI  1,450 

. Acrofax  430 

General  Business  Services 
. Enercom  Inc.  15 


Total  2,260 

4 


The  major  competitors  by  business  area  include  the  following: 

Major  competitors  in  credit  information  processing  services  include 
TRW  Information  Services,  Trans  Union  Credit  Information  Company, 
Chilton  Corporation,  and  Associated  Credit  Services,  Inc.  (a  unit  of 
Computer  Sciences  Corporation). 
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Competition  in  the  insurance  industry  software  area  comes  from 
companies  such  as  AGENA  Corporation  and  ARC/AMS. 

Competition  in  the  utilities  industry  software  area  comes  from  Volt 
Energy,  Xenergy,  and  DMC  Inc. 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  97%  of  Equifax's  1984  computer  services  revenue  was  derived 
from  processing  services.  The  remaining  3%  was  derived  from  application 
software  products  for  the  insurance  and  utilities  industries. 

• The  Risk  Management  Services  business  segment  provides  computer  services 
to  the  insurance  industry  through  the  Dataflo  Systems  Division  and  Equifax 
Insurance  Systems  Inc. 

Dataflo  Systems  provides  motor  vehicle  record  (MVR)  information  to 
automobile  insurance  companies  by  interfacing  with  each  state's 
Department  of  Motor  Vehicles.  Three  modes  of  delivery  are  available; 

. National  Electronic  Transmission  System  (NETS)  allows  users  to 
transmit  requests  by  computer  to  computer  or  by  creating  a 
magnetic  tape  which  is  sent  to  Dataflo  for  processing. 

A user  of  NETS  typically  has  10,000  or  more  MVR 
requests  per  location,  per  month. 

Users  are  charged  on  a transaction  basis.  NETS'  charges 
range  from  $0.31  to  $0.41  per  MVR,  plus  a state  registry 
fee  of  $0.50  to  $6.00,  depending  on  the  state  to  which  the 
request  is  made. 

. Automated  Systems  allows  the  user  to  have  a terminal  installed 
on-site  and  make  MVR  requests  via  remote  batch. 

A user  of  Automated  Systems  typically  has  2,500  to 
10,000  MVR  requests  per  location,  per  month. 

Dataflo  usually  owns  the  Sycor  340  or  440  terminals 
installed  at  the  user  site. 

41 

Users  are  charged  on  a transaction  basis  ranging  from 
$0.31  to  $0.52  per  MVR,  plus  the  state  registry  fee. 

. Rapid  List  is  the  batch  mode  offering  of  Dataflo. 

Users  request  MVRs  on  a standard  written  form,  by 
courier  or  mail.  Dataflo  personnel  keypunch  and  process 
the  requests  and  deliver  the  printed  results  back  to  the 
user. 
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A user  of  Rapid  List  typically  has  between  500  and  2,500 
MVR  requests  per  location,  per  month. 

Users  are  charged  on  a transaction  basis,  ranging  from 
$0.51  to  $0.62  per  MVR  request  plus  the  state  registry 
fee. 

Equifax  Insurance  Systems  was  formed  by  acquisition  in  October  1984 
to  provide  software  systems  to  the  property/casualty  insurance 
industry  for  use  in  rating,  office  administration,  agency  management, 
marketing  support,  and  agency-company  communications.  The  IBM- 
compatible  software  products  are  modular  and  may  be  purchased  as  an 
integrated  package  or  individually.  Modules  available  include: 

. Agency  Automation  provides  account,  policy,  loss  management 
and  billing,  general  ledger,  and  marketing  support. 

. Interface  provides  a communications  interface  for  interactive  or 
batch  store-and-forward  data  transmission. 

. Micro  Rating  provides  rate  quoting  of  personal  and  commercial 
lines  of  insurance  on  an  IBM  PC. 

. Personal  Automation  permits  policy  processing  of  automobile, 
homeowner,  and  dwelling  fire  policies  by  interfacing  with  other 
modules. 

. Commercial  Automation  handles  processing  of  commercial  auto, 
worker's  compensation,  and  ISO  Portfolio  policies. 

. Billing  supports  direct  billing  of  personal  lines,  commercial 
lines,  and  life  insurance  policies. 

. Premium  and  Claims  Administration  is  a system  for  storage  and 
retrieval  of  premium  and  loss  information  and  management 
report  generation. 

. Automated  Underwriting  is  a system  for  managing  and  vali- 
dating information  for  underwriting  decisions. 

The  Financial  Control  Services  business  area  provides  computer  processing 
services  for  consumer  credit  reporting,  collection  services,  and  credit  promo- 
tion primarily  to  banking  and  finance,  retail,  and  credit  brokerage  industries 
through  CBI  in  the  U.S.  and  Acrofax  in  Canada. 

CBI's  Automated  Delivery  Systems  group  provides  three  products  that 
address  the  credit  grantor's  on-line  requirements  for  mainframe  access 
to  CBI's  105  million  credit  file  data  base. 
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. System-to-System  reporting  provides  for  the  direct  interface 
between  a customer's  computer  and  CBl's  computer  using  CBl's 
System-to-System  software  to  program  the  customer's  applica- 
tion processing  system.  Six  output  formats  are  offered; 

Print  Image  allows  the  customer  to  print  a credit  file  or 
display  it  on  an  internal  CRT  for  manual  analysis. 

Point  Scoring  Summary  provides  the  customer's  computer 
with  machine  readable  summary  of  file  contents  for 
processing  by  the  customer's  application  software. 

Summary  and  Print  provides  both  of  the  above  products 
allowing  either  manual  or  computer  review  of  file  data. 

Summary  and  Standard  Exception  Criteria  Print  provides 
the  file  summary  output  for  computer  analysis  and  a 
Print  Image  report  is  returned  only  when  file  data  meets 
certain  pre-defined  criteria. 

Full-File  Fixed  Format  provides  customers  with  complete 
file  data  along  with  identities  of  the  various  file  ele- 
ments, delivered  in  a fixed  field  format  for  automated 
processing,  analysis,  or  reformatting. 

Fixed-File  Fixed  Human/Machine  Readable  Format 
provides  the  user  with  file  data  in  fixed  field  format  with 
capability  to  print  or  display  data. 

. Teletype  Simulation  provides  direct  access  from  the  user's 
computer  to  CBl's  data  base  via  CBI  ACROFILE.  Data  can  be 
displayed  on  the  user's  CRT,  printed  in  a CBI  teletype  report,  or 
stored  for  later  access.  This  product  is  generally  used  by  credit 
grantors  not  using  a point  scoring  process. 

. BIPS  (Batch  Inquiry  Processing  System)  allows  CBI  customers  to 
batch  inquiries  throughout  the  day  on  magnetic  tape  for  later 
transmission  to  CBl's  teleprocessing  unit  in  Atlanta  for  proces- 
sing. Four  output  products  available  via  magnetic  tape  are: 
Print  Image,  Full-File  Fixed  Format,  Print  Scoring  Summary, 
and  Summary  and  Print.  These  output  products  were  described 
under  System-to-System  outputs. 

CBI  Systems  offers  The  Automated  Credit  File  report  service  which  is 
available  by  phone,  mail,  messenger,  direct  terminal  access,  or 
computer-to-computer  acces  to  over  36,000  subscribers  in  26  states, 
the  District  of  Columbia,  and  Puerto  Rico. 

Safescan''^^-  provides  subscribers  with  an  alert  message  on  the  credit 
report  advising  verification  of  information  after  the  system  has 
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scanned  the  files  for  patterns  of  information  that  may  indicate  the 
possibility  of  fraud. 

CBI  offers  collection  services  through  its  CBI  Collections  Division. 
Four  services  are  available. 

. The  Computerized  Collection  Letter  Service  (CCLS)  is  a letter 
service  sent  from  regional  computers.  Various  letter  formats 
are  available  and  letters  are  sent  according  to  customer- 
specified  time  intervals. 

. Regular  Collections  include  direct  contact  with  debtor  and 

collection  of  payment.  Monthly  collection  performance  reports 
are  forwarded  to  the  customer. 

. Accounts  Receivable  Management  Service  (ARMS)  combines  the 
collection  letter  service  with  regular  collections. 

. Commercial  collections  provides  account  management  for 

business  to  business  sales,  collection  services,  and  monthly 
summary  reports. 

CBI  Account  Monitoring  Service  automatically  reviews  accounts  and 
sends  credit  grantors  monthly  notifications  of  accounts  showing  signifi- 
cant change. 

Credit  Marketing  Services  assists  customers  in  expanding  their  account 
base  through:  Prescreening  and  Promotions,  directed  at  prospects  with 
pre-approved  credit;  Direct  Extraction  of  names  and  markets  from 
CBl's  data  base;  and  the  Newcomer  Service,  directed  at  prospects  that 
have  recently  moved  to  a new  area. 

Acrofax  Inc.  provides  credit  reporting,  collection  services,  and  auto- 
mated services  to  independent  credit  bureaus  throughout  Canada. 

The  General  Business  Services  area  provides  software  products  to  the  utilities 
industry  through  the  Enercom,  Inc.  subsidiary  of  Equifax  Services  Inc.  Soft- 
ware products  available  include  the  following: 

The  Residential  Energy  Audit  System  offers  on-site  energy  audit 
processing  via  a hand-held  microcomputer  or  off-line  batch  processing 
via  an  IBM  PC. 

The  Advanced  Commercial  Evaluation  System  (ACES)  for  commercial 
audits  offers  energy  analysis  for  commercial  buildings,  data  base 
capabilities,  lighting  analysis,  and  management  and  government  report 
generation. 

EnerGraf^“-  is  a graphics  software  system  for  producing  graphs  and 
charts  showing  customers  their  energy  usage  and/or  options.  The 
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software  runs  on  hand-held  microcomputers  by  GEISCO  and  Texas 
Instruments,  and  HP  71s  and  IBM  PCs. 

The  Irrigation  Pumping  Program  runs  on  Texas  Instruments'  Tl  765 
intelligent  terminals  and  provides  on-site  calculation  ot  an  irrigation 
pump's  efficiency  and  crop  irrigation  analysis.  Results  can  be  trans- 
ferred to  a data  base  for  administrative  reporting  on  General  Electric 
Information  Services  Company's  (GEISCO)  network. 

The  EXCHANGE^ System  allows  utility  companies  to  exchange 
customer  information  by  matching  the  name  ot  "skip  accounts"  with 
new  connections  via  GEISCO's  telecommunications  network.  There  are 
currently  over  130  ot  the  largest  utilities  companies  using  the  service. 

Enercom  also  provides  data  base  management  software  for  scheduling 
and  job  tracking  functions  of  weather ization  programs  tor  utility 
companies. 

INDUSTRY  MARKETS 

• Approximately  50%  of  Equifax's  computer  services  revenue  comes  from  the 
insurance  industry.  The  remainder  comes  from  the  banking  and  finance  and 
retail  industries,  utilities,  and  credit  agencies  and  brokers. 

GEOGRAPHIC  MARKETS 

• Ninety-two  percent  of  Equifax's  computer  services  revenue  was  derived  from 
the  U.S.  and  8%  from  Canada. 

COMPUTER  HARDWARE 

• Equifax  computer  installations  are  as  follows; 

Datatlo. 

5 DEC  PDP  1 1 /70s. 

I DEC  PDP  1 1/34. 

I DEC  PDP  11/35. 

Plus  IBM  PCXTs,  Digital  VT  103,  and  PC  350s. 

Credit  Bureau,  Inc.  (CBI). 

. 2 Amdahl  5860s. 

Acrofax  Inc. 

I IBM  4381  S/36. 
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Corporate. 


1 Amdahl  V-8. 
I IBM  4341-11. 
I PDF  1 1 70. 

I VAX  750. 
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COMPANY  PROFILE 


EQUFAX  INC. 

P.O.  Box  408 1 
1600  Peachtree  St.  N.W. 
Atlanta,  GA  30302 
(404)  885-8000 


W.  Lee  Burge,  Chairman  and  CEO 
J.  V.  White,  President 
Public  Corporation,  NYSE 
Total  Employees:  1 1,368 
Total  Revenue,  Fiscal  Year  End 
12/31/80:  $372,140,000 
Total  Computer  Services 
Revenue:  $ 1 1 4,500,000* 


THE  COMPANY 

• Equifax  Inc.,  founded  as  a credit  reporting  agency  under  the  name  of  Retail 
Credit  Company  in  1899,  is  the  parent  company  for  eight  affiliates  which 
provide  information  and  administration  services  to  the  insurance,  finance, 
retail,  and  manufacturing  industries. 

• Equifax  has  four  subsidiaries  that  provide  computer  services. 

Equifax  Services  Inc.  offers  computer  services  through  three  divisions: 

. Dataflo  Systems  Division  provides  motor  vehicle  record  informa- 
tion to  automobile  insurance  companies. 

. General  Management  Systems  (CMS)  Division  offers  Dealerfax, 
an  automated  inventory  service  for  discrete  manufacturers  who 
sell  products  through  dealerships. 

. Property  and  Casualty  (P&C)  System  Center  provides  automated 
updating  of  underwriting  information  to  property  and  casualty 
insurance  companies. 

Systemedics  Inc.  provides  automated  billing  and  record-keeping  services 

for  individual  and  group  medical  and  dental  practices.  In  late  1981, 

Systemedics  will  be  merged  with  Credit  Bureau  Inc. 

The  Credit  Bureau,  Inc.  (CBI)  provides  data  base  services  for  credit 

reporting  and  collection  services. 

The  Credit  Bureau  of  Montreal  (CBM)  provides  similar  services  to  CBI's 

Canadian  clients. 

• Equifax's  computer  services  revenue  is  estimated  by  INPUT  as  follows: 


*INPUT  estimate 
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EQUIFAX  COMPUTER  SERVICES 
FINANCIAL  SUMMARY 
($  millions) 


^ FISCAL  YEAR 

ITEM  

1980 

1979 

1978 

Dataflo  Systems  Division 

$ 63.7 

$ 50.0 

$ 38.8 

. Percent  increase  from 

previous  year 

27% 

29% 

N/A 

P&C  Systems  Center 

$ 1.3 

^ $ 0.5 

$ 0.1 

. Percent  increase  from 

previous  year 

160% 

u-  500% 

N/A 

Systemedics 

$ 7.7 

® $ 7.2 

$ 5.0 

. Percent  increase  from 

previous  year 

3% 

12% 

N/A 

CBI 

$ 33 .5  j (vS 

$ 36.3 

$ 33.0 

. Percent  increase 

V 

(decrease)  from 

previous  year 

(8%) 

10% 

N/A 

CBM 

$ ' 8.'3 ' 

$ 7.6 

$ 6.4 

. Percent  increase  from 

previous  year 

9% 

19% 

N/A 

Total 

$ 114.5 

$ 101.6 

$ 83.3 

• Dataflo's  net  revenue  for  I960,  1979,  and  1978  was  $13.6  million,  $10.7 
million,  and  $8.3  million  respectively.  Approximately  80%  of  Dataflo's  gross 
revenues  go  directly  to  individual  states  for  fees  incurred  to  access  motor 
vehicle  record  information. 

Management  estimates  Dataflo's  gross  1981  revenue  will  be  $73  million. 

• P&C  System  Center  1981  revenue  is  expected  to  reach  $2.5  million. 

• CBI's  revenue  decline  from  1979  to  1980  is  attributed  to  the  nation's  poor 
economic  condition  and  federal  credit  controls. 

Management  anticipates  CBI,  with  the  assimilation  of  Systemedics,  will 
have  revenue  of  approximately  $55  million  by  1982. 

• General  Management  Systems,  a new  division,  did  not  make  a significant 
contribution  to  revenues  in  1980.  Revenue  estimates  for  1981  are  $180,000  to 
$200,000. 
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• Of  Equifax's  1 1,368  employees,  INPUT  estimates  about  2,085  are  involved  with 
computer  services,  distributed  as  follows: 


Equifax  Services  Inc. 

. Dataflo  Systems  (300) 

. GMS  Division  (20) 

338 

. P&C  Systems  Center  ( 1 8) 

- 

Systemedics,  Inc. 

167 

- 

Credit  Bureau  Inc. 

1,260 

Credit  Bureau  of  Montreal 

320 

2,085 


KEY  PRODUCTS  AND  SERVICES 

• Almost  100%  of  Equifax's  computer  services  revenues  are  derived  from 
processing  services.  A minor  portion  of  its  revenues  comes  from  turnkey  sales 
of  a medical  billing  system. 

• Dataflo  Systems  provides  motor  vehicle  record  (MVR)  information  to  auto- 
mobile insurance  companies  by  interfacing  with  each  state's  Department  of 
Motor  Vehicles.  Three  modes  of  delivery  are  available: 

National  Electronic  Transmission  System  (NETS)  allows  users  to 

transmit  requests  by  computer  to  computer  or  by  creating  a magnetic 

tape  which  is  sent  to  Dataflo  for  processing. 

. A user  of  NETS  typically  has  10,000  or  more  MVR  requests  per 
location,  per  month. 

. Users  are  charged  on  a transaction  basis.  NETS'  charges  range 
from  $0.23  to  $0.32  per  MVR,  plus  a state  registry  fee  of  $0.50 
to  $6.00,  depending  on  the  state  to  which  the  request  is  made. 

. Dataflo  clients  using  NETS  include:  Travelers,  Sentry,  Allstate, 
Continental  and  Farmers  Insurance  companies. 

Automated  Systems  allows  the  user  to  have  a terminal  installed  on-site 

and  make  MVR  requests  via  remote  batch. 

. A user  of  Automated  Systems  typically  has  2,500  to  10,000  MVR 
requests  per  location,  per  month. 

. Dataflo  usually  owns  the  Sycor  340  or  440  terminals  installed  at 
the  user  site. 

. Users  are  charged  on  a transaction  basis  ranging  from  $0.23  to 
$0.43  per  MVR,  plus  the  state  registry  fee. 
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Rapid  List  is  the  batch  mode  offering  of  Dataflo. 

. Users  request  MVRs  on  a standard  written  form,  by  courier  or 
mail.  Dataflo  personnel  keypunch  and  process  the  requests  and 
deliver  the  printed  results  back  to  the  user. 

. A user  of  Rapid  List  typically  has  between  500  and  2,500  MVR 
requests  per  location,  per  month. 

. Users  are  charged  on  a transaction  basis,  ranging  from  $0.41  to 
$0.51  per  MVR  request  plus  the  state  registry  fee. 

• GMS  provides  a service  called  Dealerfax,  which  monitors  the  movement  of 
units  in  and  out  of  dealerships'  inventories  and  provides  financial  reporting. 

Users  are  manufacturers  of  products  that  are  retailed  at  the  dealership 
level.  Clients  include  automobile,  farm  equipment,  and  mobile  home 
manufacturers. 

Data  is  entered  on  a terminal  at  the  user  site  and  transmitted  to 
Equifax.  Hardcopy  reports  are  generated  at  Equifax  and  sent  to  the 
user's  corporate  facility  and/or  individual  dealerships. 

Specific  Dealerfax  reports  include:  Dealer  Statements,  Manufacturer- 
Distributor  Statement,  Invoice  Maturity  Listing,  Dealer  Historical 
Reports,  Management  Analysis  Summary,  Manufacturer-Distributor 
Credit  Line  Report,  Floor  Plan  Audit  Report,  New  Item  Report, 
Payment/Adjustment  Audit  Listing,  Finance  Plan  Listing,  Dealer  Credit 
Line  Report,  and  Dealer  Analysis  Report. 

• P&C  Market  Center  provides  underwriting  and  reunderwriting  information  to 
property  and  casualty  insurance  companies. 

The  Center  uses  Dataflo  computers  to  generate  a questionnaire  which  is 
mailed  to  policy  holders  120  days  before  policy  renewal.  Updated 
information  is  entered  on  tape  and  sent  to  the  insurance  company. 

Users  of  this  service  include  Continental,  General  Accident,  Keystone, 
Montgomery  Ward,  Royal,  State  Farm,  and  Travelers  Insurance 
companies. 

• Systemedics  provides  processing  services  for  medical,  dental,  and  veterinary 
offices. 

Most  clients  have  within  two-to-five  doctors,  although  Systemedics 
does  have  clients  with  up  to  122  doctors. 

Systemedics  currently  has  about  1,400  clients  in  40  states. 
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Services  available  include;  patient  billing,  health  insurance  form 
preparation,  accounts  receivable,  accounts  receivable  summary  reports, 
practice  activity  analysis,  administrative  supplements,  patient  and 
clinic  data  file/inquiry. 

Five  service  options  are  available  from  Systemedics: 

. AMS  1900  and  GMS  2000  are  mail-in  batch  services  for  accounts 
receivable,  billing,  and  management  analysis  information.  There 
are  800  clients  using  these  services. 

. MSIA  is  a remote  batch  service  which  uses  Norand  101  Data 
Entry  Terminals.  There  are  350  clients  of  the  MSIA  service. 

. System  3000  is  a new  terminal-based  non-insurance  batch 
system. 

. On-line  processing  allows  immediate  access  to  patient  account 
status,  insurance  company  filings  and  payments,  and  daily 
activity  totals.  File  updating  and  maintenance  is  performed  off- 
line. There  are  currently  215  clients  using  the  on-line  service. 

. Systemedics  offers  customized  turnkey  systems  to  clients  who 
require  instant  updating  of  patient  files  and  front  desk  collection 
processes,  in  addition  to  the  previously  listed  accounting  func- 
tions. Systemedics  installs  Data  General  systems  at  client 
locations  which  range  in  price  from  $32,000  to  $86,000.  There 
are  currently  four  systems  installed. 

Turnkey  system  sales  contributed  $170,000  to  Systemedics 
1980  revenue.  This  will  decline  to  $1 10,000  in  1981  due  to 
increased  marketing  emphasis  on  batch  system  services 
and  shared  on-line  services. 

In  late  1981,  Systemedics  will  operate  as  the  Medical  Billing  segment  of 
CBI's  Financial  Management  Systems. 

• CBI  provides  credit  reporting  and  collections  primarily  to  banking,  finance, 
retail  and  credit  brokerage  industries.  ' 

Three  data  base  services  are  provided. 

. The  Credit  Reporting  and  Management  Services  Divisions  offer 
on-line  interactive  access  to  a 78  million  credit  file  data  base. 
This  includes  about  100  independent  credit  bureaus. 

. Credit  Reporting  Facilities  offers  credit  file  information 
remotely  (88%)  and  verbally  by  phone  (12%)  to  over  36,000 
subscribers  in  23  states. 
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About  8%  of  the  reports  are  transmitted  computer  to 
computer,  with  80%  transmitted  via  teletype  through  one 
of  CBI's  22  service  locations. 

. Credit  Marketing  Services  assists  existing  and  new  clients  in 
their  expansion  of  card  holders  by  providing  them  with  lists  of 
prospects  based  on  the  client's  specifications. 

A newly  formed  group  of  CBI,  Financial  Management  Systems,  will  have 
the  responsibility  for  collections  and  the  operation  of  Medical  Billing, 
formerly  the  Systemedics  subsidiary  of  Equifax. 

• Credit  Bureau  of  Montreal,  Ltd.  (CBM)  provides  credit  reporting,  collection 
services,  and  automated  services  to  independent  credit  bureaus  throughout 
Canada. 

INDUSTRY  MARKETS 

• Over  50%  of  Equifax's  computer  services  revenue  comes  from  the  insurance 
industry.  The  remainder  comes  from  banking  and  finance,  retail,  medical,  and 
credit  agencies  and  brokers. 

GEOGRAPHIC  MARKETS 

United  States  93% 

Canada  7% 

• Dataflo  has  regional  offices  in  Albany,  Atlanta,  Austin,  Sacramento,  and 

Springfield. 

• CBI  has  22  credit  reporting  centers  in  the  United  States,  and  34  sales  and 
service  offices. 

COMPUTER  HARDWARE 

• Dataflo. 

5 DEC  PDP  1 1 /70s. 

I DEC  PDP  1 1 /34. 

I DEC  PDP  1 1/35. 

• General  Management  Systems  (GMS). 

I IBM  3780. 

• Systemedics. 

Alexandria  (VA). 

. I CDC  Omega  5. 
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I DEC  PDP  1 1/70. 

Atlanta  (GA). 

I IBM  4341. 

. I IBM  Series  I. 

. I Honeywell  1250. 

. I Data  General  Eclipse  SI 30. 

Jackson  (MS). 

I IBM  4331. 

Long  Beach  (CA). 

IIBM  370/138. 

• Credit  Bureau,  Inc.  (CBI). 

I IBM  370/I68AP. 

I Amdahl  V/7A. 

• Credit  Bureau  of  Montreal,  Ltd.  (CBM). 

1 IBM  370/148. 

• Corporate. 

2 IBM  4341s. 
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Ernst  & Young  - 
Baan  Services  Providers 


Contact  Information  for  Baan  Services  in  North  America 


Partner: 

David  E.  Smith 

Ernst  & Young  LLP 

200  Clarendon  Street 

Boston,  MA  02116 

The  following  profile  outlines  the  services  and 

USA 

support  offered  by  Ernst  & Young  for  Baan 

Phone: 

617-859-6362 

Services. 

Fax: 

617-859-6166 

Internet: 

www.ey.com 

E-mail: 

david.smith04@ey.com 

Company  Background 

Founded  in  1898,  Ernst  & Young  International,  Ltd.,  is  a leading  professional  services 
organization  whose  member  firms  provide  accounting,  tax  and  consulting  services  to  a wide 
variety  of  industry  clients  throughout  the  world.  Ernst  & Young  International,  Ltd.  is  a 
wholly  owned  partnership  with  member  firms  in  660  locations  in  134  countries  around  the 
world.  The  firm’s  Management  Consulting  practice  is  supported  by  a Global  Client 
Consulting  (GCC)  organization  which  provides  multinational  and  global  clients  with  a 
single  contact  point  in  each  region,  together  with  integrated  account  management 
worldwide.  The  GCC  is  segmented  into  North  American,  Latin  American,  European,  and 
Asian-Pacific  regions. 

Baan  Activities 

From  a Baan  perspective,  Ernst  & Young  has  established  a knowledge  network  in  their 
dual  Centers  of  Excellence  located  in  Milwaukee,  WI  and  Utrecht,  The  Netherlands.  These 
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centers  develop  and  deploy  Baan-specific  implementation  information  and  tools.  The  tools 
are  deployed  through  a growing  network  of  competency  centers. 

Competency  Centers  are  currently  located  in  26  international  sites,  and  maintain  the  Baan 
systems  infrastructure.  They  define,  build,  and  refine  the  collection  of  enterprise 
knowledge,  establish  and  maintain  standards  and  procedures,  manage  the  creation  and 
leverage  of  reusable  process  and  technology  components,  develop  training  programs,  and 
offer  training  classes. 

Ernst  & Young’s  Baan  Competency  Centers  in  the  Americas  are  located  in  the  following 
cities;  Boston,  MA;  Cincinnati,  OH;  Cleveland,  OH;  Detroit,  MI;  Los  Angeles,  CA;  New 
York,  NY;  Philadelphia,  PA;  San  Francisco,  CA;  Seattle,  WA;  Vienna,  VA  (training);  Sao 
Paulo,  Brazil;  and  Toronto,  Canada. 

In  addition  to  the  Baan  specific  Competency  Centers  described  above,  the  Ernst  & Young 
Baan  Service  Line  is  also  utilizing  a number  of  firmwide  solutions  centers: 

• Applications  Controls  Competency  Center  (ACC) 

Based  in  Palo  Alto,  CA,  this  competency  center  specializes  in  the  unique  aspects  of 
Baan  applications  controls  and  security  as  they  relate  to  audit  clients,  general 
accepted  accounting  principles  (GAAP),  and  STAT  requirements  of  U.S.  accounting 
policies  and  procedures. 

• Accelerated  Solution  Environment  (ASE) 

The  Accelerated  Solution  Environments  are  located  in  Chicago,  IL;  Hilton  Head,  SC; 
Boston,  MA;  and  London,  England.  The  ASE  is  an  open  and  physically  flexible 
environment,  which  supports  individual  and  teamwork,  stimulates  creativity  and 
facilitates  communication  and  collaborative  sharing  of  information. 

• Advanced  Development  Center  (ADC) 

The  Advanced  Development  Centers  specialize  in  solving  the  most  complex 
technology-related  challenges  facing  companies  today.  Ernst  & Young  assembles 
teams  of  people  from  many  organizations  to  work  together  on  complex,  multi-faceted 
problems.  Their  ADCs  are  located  in  Houston  and  Las  Colinas,  TX,  Chicago,  IL,  and 
New  York  City,  NY. 

• Advanced  Technology/Java  Internet  Technology  Center 

This  laboratory,  currently  located  in  Palo  Alto,  CA  and  scheduled  to  move  to 
Mountain  View,  CA  in  the  fall  of  1997,  allows  Ernst  & Young  to  test  the  integration 
of  new  Baan  extensions  such  as  Kiva  Soft  web  applications.  Other  services  include 
security/controls  strategy  (including  encryption  technology),  usability  testing,  and 
extended-enterprise  application. 


Ernst  & Young  - Baan  Services  Providers 

May  1998  © 1998  by  INPUT.  Reproduction  Prohibited 


Page  2 of  10 


INPUT  Vendor  Profile 


• Centers  for  Business  Knowledge  (CBK) 

Located  in  Cleveland,  OH;  Paris,  France;  Toronto,  Canada;  London,  England; 
Sydney,  Australia;  and  Sao  Paulo,  Brazil;  the  Center  for  Business  Knowledge  (CBK) 
houses  Ernst  & Young’s  consulting  knowledge  repositories.  All  Ernst  & Young 
engagement  and  research  knowledge  from  internal  and  external  sources  is  captured 
in  the  CBK’s  over  400  repositories. 

• Center  for  Business  Innovation  (CBI) 

The  Center  for  Business  Innovation  (CBI)  is  located  in  Cambridge,  MA  and  is  a 
source  of  new  knowledge,  insights,  and  frameworks  for  management.  It  exists  to 
discover  and  develop  innovations  in  strategies,  people,  processes,  and  technologies 
that  deliver  high  value  to  business.  Ernst  & Young  work  is  performed  in 
collaboration  with  their  clients,  leading  thinkers  in  business,  academia,  and  other 
research  organizations. 

• Center  for  Business  Transformation  (CBT) 

Located  in  Las  Colinas,  TX,  the  Center  for  Business  Transformation  (CBT)  conducts 
extensive  research  to  develop,  test,  and  introduce  the  cutting  edge  methods,  tools, 
and  techniques  used  to  drive  and  support  Ernst  & Young’s  Management  Consulting 
services.  The  Center  specializes  in  business  process  re-engineering,  organizational 
change  management,  information  technology,  systems  integration  and  development, 
and  software  development. 

• Center  for  Technology  Enablement  (CTE) 

The  Center  Technology  Enablement  (CTE)  is  Ernst  & Young’s  high-technology 
resource  and  development  center  located  in  Vienna,  VA.  The  CTE  has  a dual 
mission  of  supporting  clients  and  conducting  technology  research  for  future 
technology  direction. 

Ernst  & Young  is  recognized  by  the  Baan  Co.  as  a leading  implementation  service 
provider — as  evidenced  by  Baan  awarding  Ernst  & Young  the  1996  Baan  Gold  Global 
Partner  Award.  Ernst  & Young  was  the  only  Big  Six  recipient  of  this  award. 

Employees 

Worldwide,  Ernst  & Young  has  79,000  employees.  In  North  America,  there  are  27,000 
employees,  of  which  300  support  the  Baan  practice.  Exhibit  1 identifies  six  primary  Baan 
skill  categories,  and  notes  Ernst  & Young’s  current  staffing  and  estimated  growth  in 
personnel  over  the  next  twelve  months.  Staffing  categories  marked  with  an  asterisk  (*)  are 
skills  and  capabilities  that  can  be  provided,  as  required,  by  the  300  Baan  professionals. 
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Exhibit  1 


Ernst  & Young  Baan  Staffing 


Type  of  Staff 

: Vi  Current 
■ Nunriber 

Growth  % 
12  Months 

Business  Consultants 

Project  Directors 

Project  Managers 

Application  Consultants 

225 

40% 

Technical  Consultants 

75 

40% 

Post-implementation 
Support  Personnel 

“ 

“ 

Other 

- 

- 

Total 

300 

40% 

Source:  Ernst  & Young 


Implementation  Approaches 

Ernst  & Young’s  Fusions*^  is  a comprehensive  methodology  used  for  the  planning,  analysis, 
design,  construction,  implementation,  and  evolution  of  total  solutions.  This  methodology 
merges,  or  fuses,  Ernst  & Young’s  two  predecessor  methodologies  for  systems  development 
(Navigator  Systems  SeriesS”  and  Business  Process  Improvement)  and  incorporates  key 
concepts  and  principles  of  business  process  reengineering,  organizational  alignment, 
organizational  change  management,  and  information  technology  development.  The 
Fusion®**  methodology: 

• Is  recognized  as  a “best  of  breed”  overall  business  solution  methodology  (Gartner 
Group) 

• Integrates  people,  process,  and  technology  while  ensuring  that  each  supports  the 
business  strategy 

• Contains  a predefined  adaptation  of  the  overall  methodology  to  specialized  areas  or 
needs  by  the  use  of  route  maps  that  are  matched  to  the  client’s  business 
requirements  to  create  a customized  workplan 

• Offers  a framework  to  provide  order,  cohesion,  and  predictability  to  complex 
engagement  processes,  while  achieving  reduction  in  implementation  time  frames. 


Baan-Enabled  Reeningeering  Route  Map 

Using  the  Ernst  & Young  Fusion®w  Series  Methodology  for  package-enabled  reengineering 
as  a foundation,  a joint  team  of  Baan  and  Ernst  & Young  implementation  specialists  have 
created  a Baan-specific  methodology  that  addresses  the  various  aspects  of  Baan 
implementations. 
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This  method  represents  a hybrid  of  FusionSM  and  The  Baan  Company’s  Target 
Methodology.  It  includes  both  program  and  project  man  stent  with  Baan’s  Orgware 
approach  and  capitalizes  on  the  Target  method,  Baan’s  Dynamic  Enterprise  Modeler,  and 
the  use  of  industry  reference  models  to  accelerate  process  modeling.  BER  is  mapped  to 
Target  to  indicate  how  the  approaches  are  complementary,  and  is  considered  Target 
compliant.  BER  augments  Target  by  providing  techniques  for  multi-site  implementation, 
utilizing  Orgware,  implementing  a Competency  Center,  identifying  a performance 
management  framework,  and  consideration  of  business  change  implementation  factors. 

The  basic  concept  of  BER  is  that  a standard  (or  kernel)  solution  is  created  for  a 
representative  set  of  common  processes  within  an  organization.  This  standard  solution  is 
subsequently  rolled  out  to  various  sites  for  location  specific  variation.  The  focus  at  each  site 
remains  on  implementing  the  standard  Baan  solution,  with  minimal  customizations,  thus 
creating  variation  only  to  meet  specific  business  requirements. 

Ernst  & Young’s  overall  framework  for  BER  was  developed  based  on  their  extensive  Baan 
experience  and  key  package-enabled  reengineering  concepts.  This  approach  includes  four 
major  phases: 

• Standard  solution  definition 

• Standard  solution  generation 

• Site  roll-out 

• Corporate  refinement 

Ernst  & Young’s  BER  methodology  provides  value  to  their  clients  by: 

• Ensuring  a consistent,  predictable,  and  proven  approach  across  implementation 
sites 

• Fusing  the  people,  process,  and  technology  aspects  of  implementation 

• Leveraging  industry  best  practices 

• Reducing  delivery  time  and  risk 

• Reducing  time  required  to  model  current  and  future  state  processes 

• Streamlining  gap  analysis  and  conference  room  pilot  activities 

• Reducing  efforts  involved  in  realigning  the  organization  with  the  reengineered 
processes 

• Applying  proven  techniques  accepted  by  both  The  Baan  Company  and  Ernst  & 
Young. 
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Post  Implementation  Support 

Ernst  & Young  offers  this  capability  as  part  of  their  Ernst  & Young  Technologies,  Inc.  line 
of  services.  In  addition,  they  offer  Help  Desk  services  as  part  of  post  implementation 
support  services  in  their  Business  Transformation  Services  practice. 

Pricing  Approaches 

Because  of  Ernst  & Young’s  account  focus,  implementation  of  Baan  is  rarely  a stand-alone 
project.  Therefore,  it  is  frequently  wrapped  into  a package  of  related  services  that  are 
independent  of  the  actual  implementation  of  the  software.  For  this  reason,  Ernst  & Young 
does  not  have  an  “average”  ratio  of  implementation  fees  to  licensing  fees  because  each 
implementation  and  client  situation  is  unique.  Implementation  fees  are  based  on  many 
variables,  which  include  the  following: 

Scope 

The  number  of  business  units,  processes  (functional  scope),  number  of  sites  (geographic 
scope),  and  the  number  of  end-users  will  all  affect  implementation  fees. 

Development  Effort 

Implementation  fees  will  vary  based  on  the  number  of  interfaces,  complementary  software 
products  and  software  extensions,  and  the  amount  of  custom  development  that  clients 
require. 

Degree  of  Reengineering 

Reengineering  can  vary — from  using  a client’s  current  process  to  completely  redesigning  all 
processes.  The  degree  of  reengineering  that  is  required  by  a client  will  impact  resources, 
scope  and  implementation  fees. 

Client  Business  Drivers 

The  client’s  business  drivers,  such  as  Year  2000  compliance  or  market  expansion,  will 
determine  the  urgency,  and  in  some  cases,  the  implementation  go-live  date.  This  will 
impact  resources  and  implementation  fees. 

Project  Team 

The  commitment  of  experienced  client  resources  will  determine  how  many  consulting 
resources  are  needed  and  for  what  duration. 

The  ratio  of  Ernst  & Young  resources  to  client  resources  varies  due  to  the  uniqueness  of 
each  client  engagement.  However,  if  Ernst  & Young  focuses  specifically  on  the  Baan 
implementation,  they  t3q)ically  provide  one  Ernst  & Young  Baan  professional  to  two  to  four 
client  resources.  This  ratio  is  optimum  for  knowledge  transfer  as  their  consultant  works 
side  by  side  with  a small  team  of  client  resources.  Looking  at  t5q)ical  Ernst  & Young 
engagements,  it  is  difficult  to  gauge  the  average  ratio  of  Ernst  & Young  practitioners  to 
client  resources.  This  figure  is  dependent  client  requirements  as  well  as  the  services  Ernst 
& Young  has  been  requested  to  provide. 
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For  middle  market  clients,  a new  model  is  emerging.  Typically,  critical  client  resources  are 
scarce.  Ernst  & Young’s  Transformational  Outsourcing  approach  provides  implementation 
of  the  software  with  knowledge  transfer  occurring  after  the  fact,  which  allows  clients  to 
focus  on  essential  business  operations. 

Ongoing  Support  Pricing 

Ernst  & Young  is  currently  in  the  process  of  designing  support  efforts  as  part  of 
engagement  services  for  several  new  and  existing  clients.  Given  the  early  stages  of  their 
discussions,  they  do  not  yet  have  specific  pricing  options  to  discuss. 

Vertical  Market  Competencies 

Ernst  & Young  feels  the  Baan  solution  best  lends  itself  to  manufacturers,  and  one  of  Ernst 
& Young’s  Baan  practice  development  approaches  is  a tight  alignment  of  their  practice 
development  strategy  with  Baan’s  product  development  strategy  that  continues  to  focus  on 
specific  types  of  manufacturing.  Based  on  this,  they  are  focusing  their  implementation 
practice  on  the  same  manufacturing  industry  verticals  that  The  Baan  Company 
emphasizes:  Aerospace  and  Defense,  Automotive,  Consumer/Commercial,  Electronics, 
Equipment  Manufacturing,  Pharmaceutical,  Telecommunications,  and 
Transportation/Overhaul.  Ernst  & Young’s  split  of  their  Baan  business  by  vertical  market 
is  noted  in  Exhibit  2. 

Exhibit  2 


Vertical  Market  Expertise 


Vertical  Market 

Percentage 
of  Projects 

Discrete  Manufacturing 

87% 

Process  Manufacturing 

3% 

Distribution 

3% 

T elecom/Utilities/Media 

3% 

T ransportation 

4% 

Source:  Ernst  & Young 


Exhibit  3 details  Ernst  & Young’s  participation  in  seven  broad  market  categories,  in  terms 
of  the  level  of  consulting  or  implementation  involvement  (e.g.,  consulting  with  the  client, 
who  will  then  perform  the  implementation,  or  implementing  the  Baan  system  for  the 
client). 

Strategic  Positioning 

Ernst  & Young  considers  its  main  differentiators  and  strengths  in  the  Baan  market  to  be: 

• Receiving  the  Global  Gold  Partner  Award  from  Baan,  a recognition  of  E&Y’s 

commitment  in  providing  outstanding  Baan  implementation  services,  primarily  in 
the  areas  of  customer  satisfaction,  shared  risk,  implementation  capacity,  knowledge 
creation,  and  revenue  generation 
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• Internally  developed  tools  that  accelerate  implementation  time 

• Number  of  completed  Baan  implementations. 

Ernst  & Young  will  continue  to  focus  on  the  following  regions:  Eastern  Canada  (Montreal, 
Toronto),  Western  Canada  (Vancouver),  and  New  England,  the  Mid-Atlantic, 
the  Mid-West  and  the  Western  United  States. 

Exhibit  3 

Level  of  Vertical  Market  Involvement,  by  Activity 


Vertical  Market 

Consulting  . 

impleiinentatipri;: 

Aerospace  & Defense 

High 

High 

Automotive 

High 

High 

Process  Industries 

Medium 

Medium 

Hybrid 

Low 

Low 

Project  Industries 

High 

High 

Electronics 

Medium 

Medium 

General  Manufacturing 

High 

High 

Source:  Ernst  & Young 


Selected  Customer  Projects 

Reference  Project 

Fiberite  is  the  world’s  largest  producer  of  advanced  composite  materials.  The  company  has 
eight  manufacturing  facilities  in  two  countries — six  in  the  United  States,  and  two  in 
Europe.  Fiberite  has  a single  financial,  multi-logistic  configuration,  and  has  a repetitive 
manufacturing  style  in  a make-to-order  environment. 

Project  Background 

• Migrated  from  mainframe  legacy  system 

• Implemented  full  BAAN  IV  application  suite — Finance,  Distribution,  and 
Manufacturing 

• Informix  Database  on  a HP9000  Platform  with  approximately  350  users 

• Dedicated  15  member  core  project  team 

• Aggressive  1-year  implementation  schedule. 
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Approach 

Ernst  & Young  LLP  (E&Y),  leveraging  previous  implementation  experience,  used  Baan’s 
Djmamic  Enterprise  Modeler  (DEM)  in  conjunction  with  E&Ts  enhanced  version  of  the 
Engineer-to-Order  (ETO)  Reference  Model  and  other  Implementation  Tools,  to  accelerate 
implementation  time.  By  standardizing  common  processes  across  company  facilities, 
having  user  roles  specifically  defined,  and  incorporating  industry  “best-practices,”  Fiberite 
benefited  from  reduced  implementation  time  and  cost. 

The  use  of  DEM  provided  several  advantages  to  the  client.  First,  it  allowed  users  to  learn 
and  perform  their  new  tasks  by  providing  a framework  for  their  roles  within  Baan.  Second, 
training  was  developed  for  roles  within  the  functional  areas  of  the  company  utilizing  DEM. 
This  allowed  E&Y  to  effectively  develop  and  accelerate  the  delivery  of  comprehensive  end 
user  training.  Third,  through  the  use  of  pre-defined  business  models  and  advanced  tools, 
implementation  time  was  reduced.  Finally,  the  Modeler  will  continue  to  provide  a flexible 
framework  for  defining  roles  and  assigning  tasks  within  the  company,  as  models,  roles,  and 
processes  can  be  easily  modified  to  reflect  organizational  and  process 

Client  Profiles 

The  following  three  client  profiles  (Exhibit  4)  demonstrate  other  Ernst  & Young  Baan 
implementations. 
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Exhibit  4 


Ernst  & Young  Consulting  References 


Baan  Customer 

Pro|ect  Details  - 

Custom  Business  Forms 
Printer 

This  $650  million  company,  producing  custom  business  forms  and 
labels,  had  a business  goal  of  improving  speed  and  accuracy  of 
order  processing  and  also  reducing  cycle  time.  Baan  was  being 
implemented  to  handle  order  processing,  product  configuration, 
pricing,  accounts  receivable,  and  general  ledger.  The  Baan 
modules  implemented  were  Distribution,  Manufacturing,  and 
Finance.  The  length  of  the  Baan  implementation  was  approximately 
20  months.  The  value  achieved  from  the  implementation  was 
reduction  in  cycle  time  by  90%;  reduction  of  1/5  of  order  processing 
staff:  and  a 20%  increase  in  sales  force  productivity. 

Tier  1 Automotive  Supplier 

The  engagement  objectives  for  this  Tier  1 automotive  supplier,  to 
both  Original  Equipment  Manufacturers  (OEMs)  as  well  as  the 
automotive  aftermarket,  are  to  overcome  impending  year  2000 
issues,  employ  common  processes  across  divisions,  and  apply 
focused  process  improvements.  The  engagement  scope  includes 
two  business  units,  an  initial  rollout  to  13  U.S.  plants,  with 
subsequent  rollouts  to  100+  locations  in  the  U.S.,  South  America, 
and  Europe.  BAAN  IVC  Manufacturing,  Finance,  and  Distribution 
modules  are  included  in  the  scope.  Business  process  scope 
includes  Finance,  Order  to  Delivery,  and  Product  Management.  The 
project  length  for  the  initial  11 -plant  rollout  is  12-16  months.  The 
structure  consists  of  fully  integrated  functional,  Baan  technical,  and 
organization  change  management  teams. 

Aircraft  Equipment 
Manufacturer 

The  scope  of  the  implementation  for  this  manufacturer  and  repairer 
of  aircraft  landing  gears  includes  the  BAAN  IV  Distribution, 
Manufacturing,  and  Finance  modules.  The  client  will  use  standard 
Baan  with  no  customization,  and  personalization  will  be  limited  to  a 
small  number  of  reports  using  BAAN  Tools.  The  project  consists  of 
an  average  of  1 1 Ernst  & Young  LLP  team  members  and  1 1 client 
team  members. 

Source:  Ernst  & Young 
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Ernst  & Young  LLP 
Management  Consulting  Services 


Key  Points 

• In  February  1998,  Ernst  & Young  and  KPMG  called  off  a previously  announced 
merger,  citing  the  elaborate  and  multiple  legal  approvals  needed  to  complete  the 
merger. 

• Ernst  & Young’s  Consulting  Services  practice  works  with  large  corporations  on 
business  improvement  and  transformation  programs  that  integrate  process 
management,  information  technology  and  organizational  change. 

• Ernst  & Young’s  Consulting  Services  practice  has  announced  a growth  strategy. 
Global  State  2002,  that  is  designed  to  help  clients  address  the  business 
requirements  for  speed,  flexibility,  and  innovation.  Ernst  and  Young  had  focused  on 
building  systems  for  efficiency  and  now  recommends  expanded  solutions  that  enable 
clients  to  grow  and  better  manage  their  capital. 

• Ernst  & Young  has  expressed  Global  State  2002  (GS/02)  as  the  platform  for  building 
consulting  capabilities  and  presence  internationally 
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• Ernst  & Young’s  national  practices  have  been  aligned  into  four  Global  Client 
Consulting  units  for  client  engagements  that  are  global  or  pan-regional  in  scope. 

• Ernst  & Young’s  core  strategy  and  service  capabilities  are  designed  for  large,  global, 
information-intensive  organizations  that  are  investing  in  complex  transformations 

• Outside  the  approximately  600  companies  within  the  core  strategy,  the  Middle 
Market  Consulting  (MMC)  group  within  consulting  services  focuses  its  efforts  on 
organizations  with  a high  potential  for  growth  and  rapid  expansion  that  are  under 
one  billion  dollars  in  revenue 

Company  Description 

Ernst  & Young  Management  Consulting  Services  provides  a range  of  systems 

integration,  outsourcing  and  consulting  professional  services  and  applications 

development  tools  to  large  multinational  companies. 

Ernst  & Young  Management  Consulting  Services  is  one  of  the  business  lines  of  Ernst 

& Young  LLP. 

• Ernst  & Young  was  formed  in  1989  by  the  merger  of  Ernst  & Whinney  and  Arthur 
Young.  The  company  is  one  of  the  six  major  international  accounting  and 
professional  services  firms. 

• Management  Consulting  Services  is  one  of  six  businesses  within  Ernst  & Young’s 
Consulting  Services  unit.  Other  Consulting  Services  areas  include  Business 
Management  Services,  Financial  Advisory  Services,  Health  Care  Consulting, 

Human  Resources  Consulting  and  Entrepreneurial  Consulting. 

Key  Products  and  Services 

Ernst  and  Young  Management  Consulting  Services  has  expertise  in  the  areas  of: 

• Call  centers 

• Data  warehouses 

• Enterprise  applications  solutions 

• Java  development 

• Sales  force  automation 

• Supply  chain  management 

• Systems  integration  including  sjdems  integration  for  health  care  and  financial  services 

• Year  2000  readiness 
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Ernst  and  Young  creates  a ‘value  proposition  landscape’  to  help  clients  identify  the 
dimensions  and  degree  of  value  that  can  be  achieved  through  a systems  integration 
solution.  Market  value,  business  process  value  and  systems  value  are  the  categories 
analyzed,  leading  to  prioritization  of  projects  and  determining  the  appropriate  level  of 
investment  required  for  each  solution  to  generate  the  value  proposed. 

Ernst  and  Young  offers  to  develop  the  technology  architecture  infrastructure  that 
supports  seven  technology  segments:  platforms,  networks,  network-based  services, 
networks  & systems  management,  application  technical  environment,  data 
management  movement  environment  and  document  management  environment. 
Development  and  security  architectures  are  built  across  the  seven  technology 
segments. 

Ernst  and  Young  teams  with  SAP,  Baan,  Oracle,  PeopleSoft,  and  J.D.  Edwards  to 
offer  packaged  solutions  that  may  be  augmented  with  custom  solutions  for 
competitive  advantage. 

At  Ernst  & Young,  business  process  reengineering  built  around  packaged  software  is 
referred  to  as  Package  Enabled  Reengineering  (PER).  Specifically,  Ernst  & Young 
has  developed  the  Navigator  System  Series®  methodology  to  plan,  analyze,  design, 
build,  and  evolve  clients’  information  systems  and  the  Fusion  Series  to  merge  process 
improvements  and  information  technology  into  a single  approach.  Whatever  name 
the  methodology  takes  as  it  is  developed  for  each  software  vendor,  the  two  basic 
thrusts  of  the  Ernst  & Young  solution  remains  system  design,  implementation,  and 
management  and  its  relationship  to  the  overall,  often  reengineered,  business  goals. 

Proprietary  tools  offered  by  Ernst  & Young  are  created  by  Ernst  & Young 
Technologies,  Inc.,  a wholly  owned  subsidiary  of  Ernst  & Young  LLP. 

SAP 

Ernst  & Young  offers  a systematic  way  of  approaching  SAP  implementation  named 
the  TOTAL  solution.  This  Package  Enabled  Reengineering  includes: 

• The  Value  Proposition.  Building  the  business  case  for  the  SAP  solution. 

• Reality  check.  Assessing  an  organization’s  readiness  for  change. 

• Aligned  approach.  Setting  expectations  for  short  and  long-term  value.  Short-term 
value  is  considered  essential  as  it  provides  visable  results  from  the  change  process, 
reinforcing  the  need  for  organizational  transformation. 

• Success  dimension.  Finding  the  right  blend  of  people,  skills,  methods,  and 
management. 
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• Delivering  value.  Measuring  results  throughout  the  process — Ernst  and  Young 
aims  to  please  the  client  at  all  stages  of  the  implementation,  not  exclusively  at  the 
project’s  conclusion. 

Ernst  & Young  is  a three-time  winner  of  SAP’s  Award  of  Excellence  for  its  work  in  the 
integration  of  financial,  accounting,  human  resources,  manufacturing  and  logistics, 
and  sales  and  distribution  software. 

Ernst  & Young  is  an  SAP  Global  Alliance  Partner. 

Ernst  & Young  has  over  1,700  SAP  consultants  worldwide. 

Baan 

Ernst  and  Young  helps  clients  customize,  implement  and  integrate  Baan  software 
packages  for  finance,  manufacturing,  distribution,  transportation,  and  service  and 
maintenance  solutions.. 

Ernst  and  Young  offers  an  array  of  related  tools  (some  developed  in-house,  some 
directly  from  Baan)  to  help  support  a Baan  implementation: 

• Ernst  & Young’s  Baan-Enabled  Reengineering  Route  Map  is  the  implementation 
and  optimization  methodology 

• Baan’s  Dynamic  Enterprise  Modeler  is  a set  of  tools  designed  to  shorten 
implementation  time  and  configure  Baan  to  the  client’s  distinct  requirements. 

Ernst  and  Young  is  currently  developing  industry-specific  templates  that 
incorporate  the  firm’s  leading  practices  into  the  Dynamic  Enterprise  Modeler. 

These  templates  will  be  available  for  the  Engineer-to-Order  (ETO),  Assemble-to- 
Order  (ATO),  and  Made-to-Stock  (MTS)  environments. 

• Ernst  & Young’s  Baan  Industry  Reference  Models  includes  Ernst  and  Young’s  best 
practices  by  industry.  The  best  practices  are  input  in  the  Baan  Dynamic  Enterprise 
Modeler. 

• Baan  Business  Vision  Mapping  is  used  to  decide  which  processes  should  be 
reengineered  with  Baan — and  which  would  not  benefit  from  reengineering  with 
Baan. 

• Ernst  and  Young’s  Baan  Financial  Integration  Reference  Model  provides  insight 
into  Baan’s  financial  modules. 

• Ernst  and  Young’s  Configurator  Data  Collection  and  Set-up  Tools  is  designed  to 
facilitate  the  analysis  and  development  of  product  configuration  models.  The  tools 
available  include  Configurator  Data  Gathering  Procedures,  Sample  Data  Gathering 
Worksheets,  Product  Configuration  Workbook  and  Product  Configurator  Notes 
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Ernst  and  Young  also  offers  People  Efffectiveness  (PE)  services  to  manage  the  people 
side  of  change  throughout  the  Baan  implementation. 

Ernst  & Young  is  a Baan  Implementation  Partner. 

Oracle 

Ernst  & Young  uses  Oracle  software  to  create  a global  software  architecture  for 
financial,  order  management,  and  manufacturing  processes. 

The  Oracle-based  Package  Enabled  Reengineering  methodology  explores  the  specific 
capabilities  and  limits  of  using  Oracle  for  the  transformed  enterprise. 

Ernst  & Young  also  has  created  a suite  of  services  to  support  Oracle’s  Network 
Computing  Architecture  (NCA).  The  services  support  Oracle’s  Web  Application 
Server,  Web  tools,  and  Web-deployed  applications.  The  suite  includes: 

• Extended  Enterprise  Computing  Services — extends  NCA’s  benefits  to  the  entire 
supply  chain. 

• Enterprise  resource  planning  integration  services — implements  Oracle  Web- 
deployed  Applications 

• Web  infrastructure  services 

• Security  services 

Ernst  & Young  is  an  Oracle  Business  Alliance  Program  partner. 

PeopleSoft 

Ernst  & Young  uses  PeopleSoft  software  for  human  resources,  financials,  order 
management,  manufacturing/distribution,  and  inventory. 

The  PeopleSoft  modules  are  tailored  to  the  key  goals  and  objectives  created  from 
‘value  propositions’  developed  using  the  FUSION  Systems  Series  to  identify  goals  and 
objectives  and  EY  Director,  a groupware-based  project  management  tool  from  the 
Navigator  Systems  Series,  to  manage  the  process. 

Ernst  & Young  has  over  400  PeopleSoft  consultants  worldwide,  250  of  which  are 
located  in  the  United  States. 

Ernst  & Young  has  been  a PeopleSoft  Implementation  Partner  for  over  7 years. 
Outsourcing 

Ernst  & Young  offers  outsourcing  through  its  Business  'Transformation  Synergy 
(BTS)  group. 
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Geographic  Presence 

Ernst  & Young  has  660  offices  in  134  countries. 

Any  project  with  a multinational  scope  has  a single  point  of  contact  through  one  of  the 
Global  Client  Consulting  groups.  Six  offices  in  Europe  are  staffed  for  multinational 
projects,  seven  offices  in  Asia/Pacific  handle  projects,  and  five  in  Latin  America  serve  as 
contact  points.  North  American-Asian  multinational  projects  work  through  the  San 
Francisco  office  and  North  American-Latin  American  projects  are  served  by  Miami. 

Alliances 

Ernst  and  Young  has  alliances  with  Antares  Alliance  Group,  Arbor  Software,  Aurum 
Software,  IBM,  JD  Edwards,  Lotus  Development  Corporation,  Manugisitics, 

Microsoft,  Oracle,  QAD  Incorporated,  SAP  and  Smart  Corporation. 

Knowledge  Centers  and  Practice 

Ernst  & Young  has  a number  of  centers  developed  to  share  ‘best  practices’  and  create 
an  interactive  environment  for  clients  to  explore  solutions.  The  following  are 
currently  in  place  for  the  benefit  of  clients  and  the  advancement  of  Ernst  & Young’s 
knowledge  base: 

• Advanced  Development  Center — offers  complex  client/server  solutions 

• Ernst  & Young  Center  for  Business  Innovations*^ — develops  innovative  strategies, 
processes,  and  technologies  designed  to  deliver  high  value  to  business. 

• Ernst  & Young  Center  for  Business  Knowledges'^ — information  resource  center  to 
gather,  package,  and  facilitate  information  sharing  within  Ernst  & Young 

• Ernst  & Young  Center  for  Business  Transformation 

Ernst  & Young  Consulting  Services  vision  for  the  increasing  importance  of  the  practical 
application  of  information  technology  is  evidence  by  the  formation  of  an  investment 
opportunity-seeking  practice  named  the  Global  Knowledge  Based  Business  practice. 

Clients 

Clients  include  Alliance  Blue  Cross/Blue  Shield,  American  Express,  Bechtel,  Coca- 
Cola,  Continental  Bank,  Farmer’s  Insurance,  GTE  Supply,  Heineken,  Mastercard, 
Nissan,  and  USS  Kobe. 

Assessment 

Ernst  & Young  considers  its  strengths  to  include: 

• A focus  on  providing  value  to  the  client  that  is  reflected  by  new  service  capabilities 
and  a new  structure  for  worldwide  organization 
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• Global  services  delivery  that  are  flexible  enough  to  recognize  local  differences 
while  achieving  services  that  are  consistent  in  quality  and  value-added  globally 

• End-to-end  professional  services  and  project  management  (Think,  Build,  and 
Operate)  aimed  to  accelerate  the  client’s  achievement  of  value 

• A balanced  ratio  of  consultants  between  those  with  predominant  business  skill 
and  those  with  predominant  technical  skill  (40:60)  that  leads  to  balanced  views  of 
solution  architecture  and  integrated  delivery 

• A well-developed  knowledge-sharing  culture  that  aids  the  development  of  best 
practice  tools  for  solution  creation 

Roger  Nelson,  Deputy  Chairman  of  Ernst  & Young,  LLP,  is  planning  to  aggressively 
expand  its  client-partnering  decrees.  The  existing  Microsoft-based  solutions 
development  facility,  the  Java  Intitiative  Consulting  group  and  the  Intel 
Architechture-based  Solution  Center  are  the  first  of  cooperative  arrangements  that 
help  address  the  growing  tehnology  labor  shortage. 

Including  the  client-partnering  decrees,  Ernst  & Young  has  a great  (and 
extraorganizational)  experience  base,  the  flexibility  of  offering  a wide  range  of 
products,  and  the  cooperation  of  vendors  in  developing  skilled  labor. 

INPUT  predicts  that  other  large  consultancies  will  not  rush  to  embrace  the  concept  of 
client-partnering  decrees  with  the  same  level  of  committment  as  Ernst  & Young.  If 
Ernst  & Young  Management  Consulting  can  leverage  its  identification  of  human 
resources  issues,  market  share  and  momentum  will  be  gained.  When  rivals  begin 
clamoring  for  the  attention  of  leading  software  vendors’  training  departments,  the 
vendors  will  respond.  The  question  remains  as  to  whether  being  first  to  market  in 
this  case  will  result  in  a long-term  advantage.  INPUT  feels  that  Ernst  & Young’s 
competitors  may  develop  even  more  innovative  practices  that  are  combined  with  more 
extraordinary  consulting  expertise.  Ernst  & Young  is  doing  well  to  broaden  its  focus 
beyond  large  organizations  with  the  expansion  of  the  Middle  Market  Consulting 
group. 
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December  1997 

Ernst  & Young  LLP  — 

SAP  Services 


Contact  Information: 

Jane  Vaughan 

Global  SAP  Services  Director 
Tel:  (215)448-4194 

Ernst  and  Young,  LLP 
2001  Market  Street 
Suite  4000 

Philadelphia,  PA  19103 

The  following  profile  outlines  the  services 
and  support  offered  by  Ernst  and  Young 
LLP  to  its  clients  for  SAP  services. 

Becket  House 
1 Lambeth  Palace  Road 
London  SE1  7EU 
England 

Tel:  0171  931  5181 

Company  Background 

Ernst  & Young  International,  Ltd.,  is  a 
leading  professional  services  organization 
whose  member  firms  provide  accounting, 
tax  and  consulting  services  to  a wide 
variety  of  industry  clients  throughout  the 
world.  These  firms  include  over  72,000 
people  in  more  than  600  offices  in  130 
countries.  In  the  United  States, 
approximately  one-third  of  Fortune  500 
companies  are  current  clients.  Ernst  & 
Young’s  total  company  revenue  reached 


$6.9  billion  in  1995  and  $7.8  billion  in 
1996. 

Ernst  & Young’s  Management  Consulting 
Practice  is  comprised  of  over  15,000 
consultants  who  work  with  companies  to 
quickly  address  mission-critical  problems 
by  identifying,  designing,  and  operating 
high-value  improvements  in  their 
strategies  and  global  operations.  It 
delivers  integrated,  innovated  solutions  to 
achieve  significant  improvements  in 
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revenue  growth,  operating  efficiencies,  and 
the  management  of  capital  throughout  the 
business 

SAP  Activities 

Relationship  with  SAP  AG 
Ernst  & Young  is  recognized  as  an  SAP 
Global  Logo  Partner  and  shares  strategies, 
development  methodologies  and  tools  with 
SAP  on  an  ongoing  basis.  Over  2,000  Ernst 
& Young  professionals  are  dedicated  to 
SAP  Services  worldwide  serving  a growing 
customer  base  of  over  150  companies. 

Ernst  & Young  continues  to  receive  SAP’s 
Award  of  Excellence,  based  on  customer 
satisfaction,  year  after  year. 

Ernst  & Young’s  “Centers  of  Expertise” 
enhance  the  capability  to  deliver  high 
quality  business  solutions: 

SAP  Technology  Solutions  Center;  Dallas 

• R&D  Center  for  SAP  implementation 
tools  and  methodologies 

• Technical  infrastructure  support  for 
clients  and  internal  practitioners  on 
multiple  SAP  releases,  hardware  and 
data  base  platforms 

• Training  development  lab  and 
classrooms 

• Rapid  development  center 

Centers  support  includes  testing  and 
training  on  new  hardware  and  database 
platforms  and  newly  released  SAP 
versions.  Remote  ABAP  development, 

R&D  of  emerging  technology,  Internet 
development.  Basis  centers  of  excellence. 
Locations  include: 

• Foster  City,  CA 

• Chicago 


• Houston 

• Philadelphia 

• European  centers  in  Germany,  Italy, 
France  and  Denmark 

• Johannesburg,  South  Africa 

• Asia  Pacific  centers  in  Singapore  and 
New  Zealand 

Entyron 

Co-located  with  Microsoft  in  Bellevue, 
Washington,  Ent5rron  is  a joint  Ernst  & 
Young  and  Microsoft  development  center 
focused  on  developing  enterprise  software 
solutions  for  corporations  implementing 
large-scale,  mission  critical  solutions 
based  on  Microsoft  technology.  Special 
emphasis  is  placed  techniques  to 
accelerate  solution  design,  construction 
and  deployment  through  reusability  of 
solution  components. 

Practitioners 

Ernst  & Young  has  more  than  2,000  SAP 
specialists  around  the  world  including 
more  than  850  in  the  US,  150  in  Latin 
America,  600  in  Europe,  100  in  Africa,  and 
300  in  Asia/Pacific 

Services 

Ernst  & Young  focuses  on  providing  SAP- 
enabled  business  solutions  which  deliver 
significant  measurable  results  and 
accelerates  business  improvement  for  the 
clients.  Ernst  & Young’s  implementation 
approach  puts  together  an  effective  bundle 
of  technical  and  industry  knowledge, 
resources  and  techniques  that  can  be 
rapidly  configured  to  significantly  reduce 
implementation  risk  and  meet  clients’ 
specific  needs. 
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Methodology — The  Ernst  & Young  Fusion 
Series®'^  works  to  ensure  that  people, 
processes  and  technology  are  fully 
integrated  for  maximum  results. 
Additionally,  E&Y  has  incorporated  the 
accelerators  from  SAP’s  ASAP 
methodology  into  the  Fusion  Series  SAP 
R/3  Route  Map  to  ensure  fast  and  effective 
implementations . 

Implementation  Tools  - E&Y  has 
developed  a range  of  tools  specifically  to 
support  R/3  implementations  including 
Ernst  & Young's  Mentor  knowledge  base, 
an  object-oriented  implementation  tool 

fully  integrated  with  SAP's  IMG  and 
Visio's  Business  Modeler.  Director 
provides  the  framework  and  orchestrates 
all  activities  and  functions  within  the  SAP 
implementation  program.  It  is  a program 
management  tool  that  supports 
standards,  quality,  scheduling,  timely 
delivery  and  cost  efficiencies,  while 
reducing  risk  and  guiding  the  alignment 
of  teams  and  initiatives.  These  unique 
tools  focus  on  knowledge  reuse  to  bring 
speed  and  efficiency  into  the  R/3 
implementation  process  and  demonstrate 
E&Y’s  strong  commitment  to  the  SAP 
market  place. 

Value  Proposition — E&Y’s  Value 
Proposition  describes  the  business 
benefits  and  provides  the  key  indicators 
that  will  guide  decision-making  and 
measure  progress  through  the  program. 
The  Value  Proposition  keeps  the  entire 
SAP  implementation  effort  focused  on 
business  improvement  and  rapid  return 
on  project  investments. 

Global  Knowledge  Connection — E&Y’s 
collective  business  knowledge  is  captured 
in  the  Knowledge  Object  Repository  in  the 
Ernst  & Young  Center  for  Business 


Knowledge™.  Through  this  resource, 
hundreds  of  global  implementation 
programs  and  knowledge  objects  pertinent 
to  specific  business  needs  are  accessible  to 
practitioners  and  clients  when  and  where 
they  are  needed. 

Ernst  & Young  Solutions — Over  the  years, 
Ernst  & Young  had  developed  a base  of 
proven  solutions  in  areas  such  as  extended 
supply  chain  management,  customer 
connections  and  shared  services.  Adding 
E&Y  Solution  Team  experience  to  the 
capabilities  of  the  client’s  implementation 
team  enriches  and  extends  E&Y’s 
Business  Solution  To  Order,  thus 
broadening  its  delivered  value. 

The  central  approach  to  business 
improvement  is  distinguished  by  team- 
based  Ernst  & Young’s  solution  teams 
serving  clients  around  the  world  with 
access  to  leading-edge  technologies  that 
enable  virtual  knowledge  sharing. 

Ernst  & Young’s  integrated  Solution 
Teams  include: 

• Systems  Development  & Integration 

• Technology  Enablement 

• Strategic  Advisory  Services 

• Process  Transformation 

• People  AdvantEDGE 

• Customer  Connections 

• Supply  Chain/Operations 

• Shared  Services 

• Knowledge  Based  Businesses 

Ernst  & Young  is  organized  to  serve 
clients  wherever  they  operate  and 
whatever  their  needs.  Through  E&Y’s 
Global  Client  Consulting  organization  in 
Asia  Pacific,  Latin  America  and  North 
America,  Ernst  & Young  offers  customers 
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a single  point  of  contact  and  consistent 
high-quality  global  services. 

To  serve  accounts,  Ernst  & Young 
assembles  teams  of  professionals  with  the 
knowledge  and  skills  to  create,  build,  and 
operate  total  solutions  that  combine  the 
strategy,  performance,  and  technology 
elements  to  improve  clients’  businesses. 
Each  solution  is  comprehensive, 
customized,  and  built  to  quickly  generate 
tangible  benefits. 

Accelerated  Solutions  Environment  (ASE) 
— Utilizing  the  ASE’s  unique  tools  and 
techniques  can  condense  project  time  for 
critical  path  initiatives  and  activities  from 
months  to  days.  When  appropriate,  E&Y 
can  use  the  ASE  to  make  key  decisions 
and  reach  team  agreement  necessary  for 
the  design  and  implementation  of  your 
SAP-enabled  Business  Solution  To  Order. 

Transformational  Outsourcing — 

Through  continuous  change  management 
and  flexible  outsourcing  alternatives, 

E&Y  can  transform  it’s  client’s  business  to 
achieve  measurable  improvements.  E&Y’s 
team  of  dedicated  specialists  delivers 
outstanding  services  to  meet  customer 
needs  through  engagements  structured  to 
leverage  core  competencies  in  both 
information  technology  and  business 
process  operations. 

Specialized  Solutions — An  SAP 
implementation  program  will  impact 
other  business  areas,  such  as  Tax,  Cash 
Management,  and  Security  and  Controls. 
Ernst  & Young  has  pre-configured  and 
proven  solutions  for  these  important 
business  functions. 

Process  Templates — There  are  a number 
of  universal  non-industry-specific 
business  scenarios,  with  common 
operations,  functions,  variables  and  goals. 
Pre-configured  process  templates  are 


based  on  leading  practices  and  help  to 
accelerate  delivery  rather  than  re- 
inventing the  wheel . 

Industry  Templates — E&Y  has  developed 
pre-configured  solution  components  that 
capture  the  leading  practices  of  specific 
industries.  Based  upon  extensive  industry 
experiences,  E&Y  has  developed 
templates  for  the  Chemical,  Consumer 
Products/Retail,  Utilities  and  Automotive 
industries — and  more  are  under 
development. 

SAP  Learning  Center — Based  on  SAP’s 
InfoDB,  E&Y  has  created  a multi-media, 
computerized,  rapid  learning  environment 
in  which  end-users  can  train  quickly  and 
completely.  E&Y’s  training  development 
methodology  combines  E&Y’s  deep 
knowledge  resources  with  a rapid 
development  environment  that  allows 
development  of  training  curricula 
concurrent  with  development  of  a 
business  solution. 

Complementary  Software  Products — 
Through  E&Y’s  strategic  vendor  alliances, 
the  company  works  with  a long  list  of 
complementary  software  vendors  who 
provide  SAP-certified  interfaces  to  their 
software.  Business  solutions  can  be 
enhanced  with  these  packages  that  are 
complementary  to  SAP’s  functionality, 
specific  to  an  industry  or  fit  particular 
needs. 

Technology  Infrastructure — ^An  SAP  R/3 
business  solution  may  require  updating 
and/or  replacing  your  current  system  with 
new,  fully  integrated  hardware,  databases 
and  networks.  Ernst  & Young  can  provide 
the  technical  capabilities  to  address  all  of 
a client’s  technology  infrastructure 
requirements  as  well  as  client  server  and 
SAP  skills  and  experience. 
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Industry  Knowledge  and  References 

Ernst  and  Young’s  proven  expertise  in 
industry  leading  practices  and 
performance  excellence  combined  with 
strong  SAP  implementation  experience 
has  made  E&Y  a top  tier  player  in  key 
vertical  markets.  Ernst  & Young  has 
more  than  150  SAP  clients  worldwide  with 
over  half  already  live  using  the  R/3  in 
production.  In  the  U.S.  key  industry 
focuses  for  SAP  services  include; 

• Automotive 

• Communications  / Media  / 
Entertainment 


• Consumer  Products  / Retail 

• High  Tech 

• Energy  / Chemicals  / Utilities 

• Life  Sciences  (Pharmaceuticals) 

• Manufacturing 

E&Y*s  SAP  implementation  services 
growth  markets  include  financial, 
insurance  and  health  care. 

The  table  below  shows  the  distribution  of 
E & Y’s  SAP  projects  and  revenues  in  the 
U.S.  by  vertical  market  sector. 


Exhibit  1 


SAP  Activity  by  Vertical  Market,  US 


Vertical  Market 

% of  Total 
US 

Automotive 

7% 

Communications  / Media  / Entertainment 

7% 

Consumer  Products  / Retail 

22% 

Energy/Chemical/Utilities 

25% 

High  Tech 

22% 

Life  Sciences 

7% 

Manufacturing 

10% 

Source:  Ernst  & Young  LLP 
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Exhibit  2 


Selected  Customer  Projects,  US 


Customer 

Industry  Segment  ; 

Project  Information 

Phillips  Petroleum 

Energy 

R/3  implementation  FI,  CO,  SD,  MM,  PP,  PM,  QM,  FIR, 
AM,  PS,  PP,  Treasury,  and  IS-OIL;  Oracle  Energy 

Union  Carbide  Corp. 

Chemical 

R/3  Global  implementation  FI,  CO,  SD,  MM,  PP,  QM, 
HR,  AM,  PS,  PP-PI,  Treasury,  and  IS-OIL 

CORDIS 

A Johnson  & Johnson 
Co. 

Life  Sciences 

An  extremely  rapid  7 month  implementation  of  two  sites. 
It’s  scope  included  all  financial  modules  plus  extended 
G/L,  cost  centers,  SD,  MM,  PM,  PP  and  warehouse 
management. 

Oklahoma  Gas  & 
Electric 

Utility 

First  SAP  R/3  3.0  implementation  DB2/6000  database, 
payroll,  work  management;  FI,  CO,  SC,  MM,  PD,  HR, 
Treasury 

Eli  Lilly 

Pharmaceuticals 

R/3  financial  modules  implemented  in  parallel  with  Ross 
Systems'  Promix  manufacturing  at  two  Eli  Lilly  plants. 

Farmland  Industries 

Cooperative  of 
businesses  including 
Agriculture,  Chemical, 
Energy  and  Media 

Reengineered  local  business  processes  to  fit  a global 
template;  Risk  Management/Trading;  R/3  FI,  CO,  SD, 
MM,  PP,  PM,  QM,  AM,  PP-PI,  Treasury,  IS-OIL 

Source:  Ernst  & Young  LLP 


Exhibit  3 


Selected  Customer  Projects,  UK 


Customer  ; 

Industry  Segment 

Project  Information 

Schindler  Lifts, 
England 

Discrete  Manufacturing 

R/3  implementation  following  BPI 
SD,  MM,  FI,  CO,  PS 
R/3  Project  Management 

Phillips  Petroleum, 
England 

Process  Manufacturing 

R/3  Analysis,  design  and  configuration  within  global 
project 

FI,  CO,  MM,  IS  - Oil,  AM,  PM,  PS 

Dunlop  Aviation, 
England 

Discrete  Manufacturing 

R/3  Project  management  and  support 
FI,  CO,  MM,  SD,  PP 

Pasteur  Meriux  MSD 

Process  Manufacturing 

R/3  Project  management,  configuration  and 
implementation 

Source:  Ernst  & Young 
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Ernst  & Young  LLP  — 

SAP  Services 


Contact  Information: 

Jane  Vaughan 

Global  SAP  Services  Director 
Tel:  (215)448-4194 

Ernst  and  Young,  LLP 
2001  Market  Street 
Suite  4000 

Philadelphia,  PA  19103 

The  following  profile  outlines  the  services 
and  support  offered  by  Ernst  and  Young 
LLP  to  its  clients  for  SAP  services. 

Becket  House 
1 Lambeth  Palace  Road 
London  SE1  7EU 
England 

Tel:  0171  931  5181 

Company  Background 

Ernst  & Young  International,  Ltd.,  is  a 
leading  professional  services  organization 
whose  member  firms  provide  accounting, 
tax  and  consulting  services  to  a wide 
variety  of  industry  clients  throughout  the 
world.  These  firms  include  over  72,000 
people  in  more  than  600  offices  in  130 
countries.  In  the  United  States, 
approximately  one-third  of  Fortune  500 
companies  are  current  clients.  Ernst  & 
Young’s  total  company  revenue  reached 


$6.9  billion  in  1995  and  $7.8  billion  in 
1996. 

Ernst  & Young’s  Management  Consulting 
Practice  is  comprised  of  over  15,000 
consultants  who  work  with  companies  to 
quickly  address  mission-critical  problems 
by  identifying,  designing,  and  operating 
high-value  improvements  in  their 
strategies  and  global  operations.  It 
delivers  integrated,  innovated  solutions  to 
achieve  significant  improvements  in 
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revenue  growth,  operating  efficiencies,  and 
the  management  of  capital  throughout  the 
business 

SAP  Activities 

Relationship  with  SAP  AG 
Ernst  & Young  is  recognized  as  an  SAP 
Global  Logo  Partner  and  shares  strategies, 
development  methodologies  and  tools  with 
SAP  on  an  ongoing  basis.  Over  2,000  Ernst 
& Young  professionals  are  dedicated  to 
SAP  Services  worldwide  serving  a growing 
customer  base  of  over  150  companies. 

Ernst  & Young  continues  to  receive  SAP’s 
Award  of  Excellence,  based  on  customer 
satisfaction,  year  after  year. 

Ernst  &Young’s  “Centers  of  Expertise” 
enhance  the  capability  to  deliver  high 
quality  business  solutions: 

SAP  Technology  Solutions  Center;  Dallas 

• R&D  Center  for  SAP  implementation 
tools  and  methodologies 

• Technical  infrastructure  support  for 
clients  and  internal  practitioners  on 
multiple  SAP  releases,  hardware  and 
data  base  platforms 

• Training  development  lab  and 
classrooms 

• Rapid  development  center 

Centers  support  includes  testing  and 
training  on  new  hardware  and  database 
platforms  and  newly  released  SAP 
versions.  Remote  ABAP  development, 

R&D  of  emerging  technology,  Internet 
development.  Basis  centers  of  excellence. 
Locations  include: 

• Foster  City,  CA 

• Chicago 


• Houston 

• Philadelphia 

• European  centers  in  Germany,  Italy, 
France  and  Denmark 

• Johannesburg,  South  Africa 

• Asia  Pacific  centers  in  Singapore  and 
New  Zealand 

Entyron 

Co-located  with  Microsoft  in  Bellevue, 
Washington,  Ent3Ton  is  a joint  Ernst  & 
Young  and  Microsoft  development  center 
focused  on  developing  enterprise  software 
solutions  for  corporations  implementing 
large-scale,  mission  critical  solutions 
based  on  Microsoft  technology.  Special 
emphasis  is  placed  techniques  to 
accelerate  solution  design,  construction 
and  deployment  through  reusability  of 
solution  components. 

Practitioners 

Ernst  & Young  has  more  than  2,000  SAP 
specialists  around  the  world  including 
more  than  850  in  the  US,  150  in  Latin 
America,  600  in  Europe,  100  in  Africa,  and 
300  in  Asia/Pacific 

Services 

Ernst  & Young  focuses  on  providing  SAP- 
enabled  business  solutions  which  deliver 
significant  measurable  results  and 
accelerates  business  improvement  for  the 
clients.  Ernst  & Young’s  implementation 
approach  puts  together  an  effective  bundle 
of  technical  and  industry  knowledge, 
resources  and  techniques  that  can  be 
rapidly  configured  to  significantly  reduce 
implementation  risk  and  meet  clients’ 
specific  needs. 
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Methodology — The  Ernst  & Young  Fusion 
Series®'^  works  to  ensure  that  people, 
processes  and  technology  are  fully 
integrated  for  maximum  results. 
Additionally,  E&Y  has  incorporated  the 
accelerators  from  SAP’s  ASAP 
methodology  into  the  Fusion  Series  SAP 
R/3  Route  Map  to  ensure  fast  and  effective 
implementations . 

Implementation  Tools  — E&Y  has 
developed  a range  of  tools  specifically  to 
support  R/3  implementations  including 
Ernst  & Young's  Mentor  knowledge  base, 
an  object-oriented  implementation  tool 

fully  integrated  with  SAP's  IMG  and 
Visio's  Business  Modeler.  Director 
provides  the  framework  and  orchestrates 
all  activities  and  functions  within  the  SAP 
implementation  program.  It  is  a program 
management  tool  that  supports 
standards,  quality,  scheduling,  timely 
delivery  and  cost  efficiencies,  while 
reducing  risk  and  guiding  the  alignment 
of  teams  and  initiatives.  These  unique 
tools  focus  on  knowledge  reuse  to  bring 
speed  and  efficiency  into  the  R/3 
implementation  process  and  demonstrate 
E&Y’s  strong  commitment  to  the  SAP 
market  place. 

Value  Proposition — E&Y’s  Value 
Proposition  describes  the  business 
benefits  and  provides  the  key  indicators 
that  will  guide  decision-making  and 
measure  progress  through  the  program. 
The  Value  Proposition  keeps  the  entire 
SAP  implementation  effort  focused  on 
business  improvement  and  rapid  return 
on  project  investments. 

Global  Knowledge  Connection — E&Y’s 
collective  business  knowledge  is  captured 
in  the  Knowledge  Object  Repository  in  the 
Ernst  & Young  Center  for  Business 


Knowledge™.  Through  this  resource, 
hundreds  of  global  implementation 
programs  and  knowledge  objects  pertinent 
to  specific  business  needs  are  accessible  to 
practitioners  and  clients  when  and  where 
they  are  needed. 

Ernst  & Young  Solutions — Over  the  years, 
Ernst  & Young  had  developed  a base  of 
proven  solutions  in  areas  such  as  extended 
supply  chain  management,  customer 
connections  and  shared  services.  Adding 
E&Y  Solution  Team  experience  to  the 
capabilities  of  the  client’s  implementation 
team  enriches  and  extends  E&Y’s 
Business  Solution  To  Order,  thus 
broadening  its  delivered  value. 

The  central  approach  to  business 
improvement  is  distinguished  by  team- 
based  Ernst  & Young’s  solution  teams 
serving  clients  around  the  world  with 
access  to  leading-edge  technologies  that 
enable  virtual  knowledge  sharing. 

Ernst  & Young’s  integrated  Solution 
Teams  include: 

• Systems  Development  & Integration 

• Technology  Enablement 

• Strategic  Advisory  Services 

• Process  Transformation 

• People  AdvantEDGE 

• Customer  Connections 

• Supply  Chain/Operations 

• Shared  Services 

• Knowledge  Based  Businesses 

Ernst  & Young  is  organized  to  serve 
clients  wherever  they  operate  and 
whatever  their  needs.  Through  E&Y’s 
Global  Client  Consulting  organization  in 
Asia  Pacific,  Latin  America  and  North 
America,  Ernst  & Young  offers  customers 
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a single  point  of  contact  and  consistent 
high-quality  global  services. 

To  serve  accounts,  Ernst  & Young 
assembles  teams  of  professionals  with  the 
knowledge  and  skills  to  create,  build,  and 
operate  total  solutions  that  combine  the 
strategy,  performance,  and  technology 
elements  to  improve  clients’  businesses. 
Each  solution  is  comprehensive, 
customized,  and  built  to  quickly  generate 
tangible  benefits. 

Accelerated  Solutions  Environment  (ASE) 
— Utilizing  the  ASE’s  unique  tools  and 
techniques  can  condense  project  time  for 
critical  path  initiatives  and  activities  from 
months  to  days.  When  appropriate,  E&Y 
can  use  the  ASE  to  make  key  decisions 
and  reach  team  agreement  necessary  for 
the  design  and  implementation  of  your 
SAP-enabled  Business  Solution  To  Order. 

Transformational  Outsourcing — 

Through  continuous  change  management 
and  flexible  outsourcing  alternatives, 

E&Y  can  transform  it’s  client’s  business  to 
achieve  measurable  improvements.  E&Y’s 
team  of  dedicated  specialists  delivers 
outstanding  services  to  meet  customer 
needs  through  engagements  structured  to 
leverage  core  competencies  in  both 
information  technology  and  business 
process  operations. 

Specialized  Solutions — ^An  SAP 
implementation  program  will  impact 
other  business  areas,  such  as  Tax,  Cash 
Management,  and  Security  and  Controls. 
Ernst  & Young  has  pre-configured  and 
proven  solutions  for  these  important 
business  functions. 

Process  Templates — There  are  a number 
of  universal  non-industry-specific 
business  scenarios,  with  common 
operations,  functions,  variables  and  goals. 
Pre-configured  process  templates  are 


based  on  leading  practices  and  help  to 
accelerate  delivery  rather  than  re- 
inventing the  wheel  . 

Industry  Templates — E&Y  has  developed 
pre-configured  solution  components  that 
capture  the  leading  practices  of  specific 
industries.  Based  upon  extensive  industry 
experiences,  E&Y  has  developed 
templates  for  the  Chemical,  Consumer 
Products/Retail,  Utilities  and  Automotive 
industries — and  more  are  under 
development. 

SAP  Learning  Center — Based  on  SAP’s 
InfoDB,  E&Y  has  created  a multi-media, 
computerized,  rapid  learning  environment 
in  which  end-users  can  train  quickly  and 
completely.  E&Y’s  training  development 
methodology  combines  E&Y’s  deep 
knowledge  resources  with  a rapid 
development  environment  that  allows 
development  of  training  curricula 
concurrent  with  development  of  a 
business  solution. 

Complementary  Software  Products — 
Through  E&Y’s  strategic  vendor  alliances, 
the  company  works  with  a long  list  of 
complementary  software  vendors  who 
provide  SAP-certified  interfaces  to  their 
software.  Business  solutions  can  be 
enhanced  with  these  packages  that  are 
complementary  to  SAP’s  functionality, 
specific  to  an  industry  or  fit  particular 
needs. 

Technology  Infrastructure — ^An  SAP  R/3 
business  solution  may  require  updating 
and/or  replacing  your  current  system  with 
new,  fully  integrated  hardware,  databases 
and  networks.  Ernst  & Young  can  provide 
the  technical  capabilities  to  address  all  of 
a client’s  technology  infrastructure 
requirements  as  well  as  client  server  and 
SAP  skills  and  experience. 
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Industry  Knowledge  and  References 


Ernst  and  Young’s  proven  expertise  in 
industry  leading  practices  and 
performance  excellence  combined  with 
strong  SAP  implementation  experience 
has  made  E&Y  a top  tier  player  in  key 
vertical  markets.  Ernst  & Young  has 
more  than  150  SAP  clients  worldwide  with 
over  half  already  live  using  the  R/3  in 
production.  In  the  U.S.  key  industry 
focuses  for  SAP  services  include: 

• Automotive 

• Communications  / Media  / 
Entertainment 


• Consumer  Products  / Retail 

• High  Tech 

• Energy  / Chemicals  / Utilities 

• Life  Sciences  (Pharmaceuticals) 

• Manufacturing 

E&Y’s  SAP  implementation  services 
growth  markets  include  financial, 
insurance  and  health  care. 

The  table  below  shows  the  distribution  of 
E & Y*s  SAP  projects  and  revenues  in  the 
U.S.  by  vertical  market  sector. 


Exhibit  1 


SAP  Activity  by  Vertical  Market,  US 


Vertical  Market 

% of  Total 
US 

Automotive 

7% 

Communications  / Media  / Entertainment 

7% 

Consumer  Products  / Retail 

22% 

Energy/Chemical/Utilities 

25% 

High  Tech 

22% 

Life  Sciences 

7% 

Manufacturing 

10% 

Source:  Ernst  & Young  LLP 
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Exhibit  2 


Selected  Customer  Projects,  US 


Customer 

Industry  Segment 

Project  Information 

Phillips  Petroleum 

Energy 

R/3  implementation  FI,  CO,  SD,  MM,  PP,  PM,  QM,  HR, 
AM,  PS,  PP,  Treasury,  and  IS-OIL;  Oracle  Energy 

Union  Carbide  Corp. 

Chemical 

R/3  Global  implementation  FI,  CO,  SD,  MM,  PP,  QM, 
HR,  AM,  PS,  PP-PI,  Treasury,  and  IS-OIL 

CORDIS 

A Johnson  & Johnson 
Co. 

Life  Sciences 

An  extremely  rapid  7 month  implementation  of  two  sites. 
It’s  scope  included  all  financial  modules  plus  extended 
G/L,  cost  centers,  SD,  MM,  PM,  PP  and  warehouse 
management. 

Oklahoma  Gas  & 
Electric 

Utility 

First  SAP  R/3  3.0  implementation  DB2/6000  database, 
payroll,  work  management;  FI,  CO,  SC,  MM,  PD,  HR, 
Treasury 

Eli  Lilly 

Pharmaceuticals 

R/3  financial  modules  implemented  in  parallel  with  Ross 
Systems'  Promix  manufacturing  at  two  Eli  Lilly  plants. 

Farmland  Industries 

Cooperative  of 
businesses  including 
Agriculture,  Chemical, 
Energy  and  Media 

Reengineered  local  business  processes  to  fit  a global 
template:  Risk  Management/Trading;  R/3  FI,  CO,  SD, 
MM,  PP,  PM,  QM,  AM,  PP-PI,  Treasury,  IS-OIL 

Source:  Ernst  & Young  LLP 


Exhibit  3 


Selected  Customer  Projects,  UK 


Customer 

Industry  Segment 

Project  Information 

Schindler  Lifts, 
England 

Discrete  Manufacturing 

R/3  implementation  following  BPI 
SD,  MM,  FI,  CO,  PS 
R/3  Project  Management 

Phillips  Petroleum, 
England 

Process  Manufacturing 

R/3  Analysis,  design  and  configuration  within  global 
project 

FI,  CO,  MM,  IS -Oil,  AM,  PM,  PS 

Dunlop  Aviation, 
England 

Discrete  Manufacturing 

R/3  Project  management  and  support 
FI,  CO,  MM,  SD,  PP 

Pasteur  Meriux  MSD 

Process  Manufacturing 

R/3  Project  management,  configuration  and 
implementation 

Source:  Ernst  & Young 


Page  6 of  6 


Ernst  and  Young,  LLP  - SAP  Services 

0 INPUT  1997.  Reproduction  prohibited.  December  1997 


INPUT 


Vendor  Profile 


A Publication  from  INPUT’S  Vendor  Analysis  Program  - U.S. 


September  1995 


Ernst  & Young  LLP 
Management  Consulting 


Deputy  Chairman:  Roger  R.  Nelson 

Vice  Chairman:  Terrence  R.  Ozan 

787  Seventh  Avenue 
New  York,  NY  10019 
Phone:  (212)773-6350 

Fax:  (212)773-5682 


m Ernst  &Young  up 


Status:  Practice  Area 

Parent:  Ernst  & Young  LLP 

Employees:  8,500 

Revenue:  $1,550,000,000 

Fiscal  Year  End:  9/30/94 


Key  Points 

• Ernst  & Young’s  Management  Consulting 
Services  practice  works  with  the  world’s 
largest  corporations  on  business 
improvement  and  transformation  programs 
that  integrate  process  management, 
information  technology  and  organizational 
change. 

• In  early  1995,  Ernst  & Young  underscored 
its  commitment  to  the  SAP  client/server 


solutions  market  by  uniting  and  expanding 
its  SAP  consulting  capabilities  worldwide. 

• Ernst  & Young  has  shipped  Release  3.0  of 
Navigator  Systems  Series®  Technology  for 
Business  Transformation,  the  company’s 
integrated  set  of  guidelines,  methods  and 
PC-based  tools  for  rapid  applications 
development. 

Company  Description 

Ernst  & Young  Management  Consulting 
Services  provides  a range  of  systems 
integration,  outsourcing  and  consulting 
professional  services  and  applications 
development  tools  to  large  multinational 
companies. 
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Ernst  & Young  Management  Consulting 

Services  is  one  of  the  business  lines  of  Ernst  & 

Young  LLP. 

• Ernst  & Young  was  formed  in  1989  by  the 
merger  of  Ernst  & Whinney  and  Arthur 
Young.  The  company  is  one  of  the  six  major 
international  accounting  and  professional 
services  firms. 

• Management  Consulting  Services  is  one  of 
six  businesses  within  Ernst  & Young’s 
Consulting  Services  unit.  Other  Consulting 
Services  areas  include  Business 
Management  Services,  Financial  Advisory 
Services,  Health  Care  Consulting,  Human 
Resources  Consulting  and  Entrepreneurial 
Consulting. 

• In  addition  to  Consulting  Services,  its 
operations  include  Tax;  Audit;  and 
Actuarial,  Benefits  and  Compensation. 

• Ernst  & Young,  with  total  revenue  of  $6 
billion  for  fiscal  1994,  has  a total  of  67,000 
employees  in  600  cities  worldwide. 

Organization  and  Structure 

Ernst  & Young’s  Management  Consulting  unit 

includes  the  following  two  practices  which 

work  closely  together  on  client  projects: 

• Performance  Improvement  (PI)  offers  a 
series  of  methodologies  for  improving 
processes  within  an  organization,  such  as 
change  management  and  total  quality 
processes. 


• Information  Technology  (IT)  Consulting 
provides  a range  of  IT  consulting,  systems 
integration,  application  development  and 
systems  management/outsourcing  services 
to  help  chents  solve  business  problems, 
enable  or  support  business  strategy  and 
accomplish  desired  business  results. 

With  these  two  practices  are  eight  service 
lines  as  follows; 

• Business  Reengineering  Services 

• Knowledge /Information  Management 

• Business  Change  Implementation 

• Outsourcing 

• Systems  Development  and  Integration 

• Technology  Enablement 

• SAP 

• Multimedia 

Ernst  & Young  Management  Consulting 
Services’  key  executives  are  summarized  in 
Exhibit  A on  the  following  page. 

Ernst  & Young  Management  Consulting’s 
thought  leadership  is  divided  into  24 
knowledge  networks  providing  consulting 
services,  proposals  and  leadership  in  areas 
segmented  by  industry,  process  and  service 
line.  These  knowledge  networks  are 
summarized  in  Exhibit  B on  the  following 
page. 


Page  2 of  12 


Ernst  & Young  Management  Consulting 

©INPUT 1995,  Reproduction  prohibited.  S©pt©mb©r  1 995 


INPUT  Vendor  Profile 


Exhibit  A 

Ernst  & Young  Management  Consulting 
Practice  Leadership 


Name 

Title 

Roger  R.  Nelson 

Deputy  Chairman,  Worldwide  Consulting 

Terrence  R.  Ozan 

Vice  Chairman,  U.S.  Management  Consulting 

David  Shpilberg 

National  Director,  IT  Consulting 

Robert  D.  Mclihattan 

National  Director,  PI  Consulting 

John  C.  Avallon 

National  Director,  Strategic  Services  Development 

Exhibit  B 

Ernst  & Young  Management  Consulting 
Knowledge  Network  Leadership 


Industry  Networks 

Process  Networks 

Service  Line  Networks 

Aerospace  & Defense 

Terry  Freeman,  Los  Angeles 

Sales  & Marketing 

Bill  Shulby,  Chicago 

Outsourcing 

Dale  Wartluft,  Chicago 

Electronics 

Brian  Belchers,  San  Jose 

Product/Service  Design 

Rick  Walleigh,  San  Jose 

Business  Change  Implementation 

Mark  Hefner,  New  York 

Insurance 

Mark  Savory,  New  York 

Supply  Chain  Management 

Gene  Tyndall,  Baltimore 

Reengineering 

Lee  Sage,  Cleveland 

Oil  & Gas 

Tim  Crichfield,  San  Francisco 

Order  Management 

Bruce  Miles,  Dallas 

Knowledge  Management 

Chris  Gopal,  Cleveland 

Life  Sciences 

Bob  Hogan,  Indianapolis 

Financial 

Jim  Aselta,  New  York 

Systems  Development/Integration 

Dave  Bonner,  Dallas 

Financial  Services 

Human  Resources/Infrastructure 

SAP 

AIvi  Abuaf,  New  York 

Gary  Von  Glinow,  Chicago 

Marcus  Harwood,  Atlanta 

Utilities 

Nowell  Rush,  Washington 

Executive 

Jim  Burton,  Houston 

Technology  Enablement 

Bill  Herald,  Virginia 

Retail/Consumer  Products 

Multimedia 

Tom  Rauh,  New  York 

Bud  Mathaisel,  Boston 

Telecommunications 

Dan  Trampush,  Washington 

Health  Care 

Jay  Toole,  Atlanta 

Ernst  & Young  Management  Consulting 
September  1995 
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A summary  of  Ernst  & Young  Management 
Consulting’s  service  delivery  is  shown  in 
Exhibit  C on  the  following  page. 

Ernst  & Young  Management  Consulting 
operates  through  approximately  92  offices 
across  the  U.S.  and  Puerto  Rico  and  in  more 
than  600  cities  internationally. 

• U.S.  operations  are  structured  into  two 
regions — ^Region  1 (East/Great  Lakes)  and 
Region  2 (SouthAVest). 

• International  operations  are  segmented  by 
country  practice.  There  are  40+  country 
practices  outside  the  U.S. 

Company  Strategy 

Ernst  & Young  Management  Consulting 
strives  to  achieve  rapid  measurable 
improvements  in  performance  through  large- 
scale  initiatives  impacting  people,  processes 
and  technology.  The  consulting  practice  is 
dedicated  to: 

• Investing  in  new  thinking — ^Developing  and 
dehvering  new  management  concepts  and 
practices,  as  evidenced  by  the  firm’s  four 
research  centers — ^the  Center  for  Business 
Innovation,  the  Center  for  Business 
Transformation,  the  Center  for  Business 
Knowledge  and  the  Center  for  Technology 
Enablement. 

• Leadership  in  reengineering  and  business 
transformation — ^Working  with  major 
corporations  on  large-scale  business  change 
initiatives,  from  vision  through  every  aspect 
of  implementation  and  pioneering  new 
practices,  methods  and  tools  to  enable 
companies  to  achieve  continuous  innovation. 

• Integrating  people,  processes  and 
technology — ^Addressing  all  the  major  factors 
of  business  improvement  and  change, 
including  an  organization’s  people,  processes 


and  technology  to  deliver  a fully  integrated 
solution  with  the  highest  probability  for 
success. 

• Global  solutions — Offering  world-class 
management  consulting  services  through 
8,500  professionals  worldwide,  with  highly 
integrated  methodologies,  service  hnes  and 
consulting  network  to  ensure  global 
business  solutions  for  international 
companies. 

• Pioneering  new  frontiers  in  organizational 
knowledge — ^Developing  the  concepts  and 
tools,  including  knowledge  measurement 
tools  and  knowledge  transfer  systems  to 
help  companies  better  manage  knowledge. 

• Rapid  deployment  of  systems  and 
practices — Supporting  fast,  effective 
implementation  of  new  systems  and 
reengineering  business  practices  to 
accelerate  business  change.  Ernst  & Young 
is  creating  a network  of  Advanced 
Development  Centers  nationwide  to  more 
rapidly  deliver  major  business  process  and 
IT  solutions  to  its  clients. 

• Bringing  best  practices  to  businesses 
worldwide — ^Through  work  with  leading 
corporations  and  through  numerous 
nationwide  and  international  studies,  Ernst 
& Young  is  creating  a sophisticated 
knowledge  base  for  best  practices  in  use  by 
leading  businesses  worldwide. 
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Financials 

Ernst  & Young  Consulting  Services’  fiscal 
1994  worldwide  revenue  reached  $1.55  billion, 
a 19%  increase  over  fiscal  1993  revenue  of 
$1.3  billion.  A three-year  revenue  summary  is 
shown  below. 

Revenue  Analysis  by  Product/ Service 
Approximately  $570  miUion  of  Ernst  & 
Young’s  fiscal  1994  revenue  was  derived  from 


U.S.  performance  improvement  and 
information  technology  services,  a 27% 
increase  over  $449  milhon  for  fiscal  1993. 

It  is  estimated  that  approximately  $425 
mfilion  of  Ernst  & Young’s  fiscal  1994  revenue 
was  derived  from  U.S.  information  technology 
services. 


Ernst  & Young  Consulting 
Three-Year  Revenue  Summary 
($  Millions) 


Fiscal  Year 

Item 

9/94 

9/93 

9/92 

Revenue 

$1,550 

$1,300 

$1,000 

• Percent  change  from 

previous  year 

19% 

30% 

N/A 

Market  Financials 

Ernst  & Young  Management  Consulting 
has  industry  expertise  in  the  aerospace  and 
defense,  electronics,  financial  services, 
health  care,  insurance,  life  sciences,  oil  and 
gas,  retail/consumer  products, 
telecommunications  and  utfiities 
industries. 


Geographic  Markets 

Approximately  60%  of  Ernst  & Young 
Consulting  Services’  fiscal  1994  revenue 
was  derived  from  the  U.S.  and  40%  was 
derived  from  international  sources.  A two- 
year  summary  of  geographic  sources  of 
revenue  is  shown  below. 


Ernst  & Young  Consulting  Services 
Two-Year  Geographic  Source  of  Revenue  Summary 

($  Millions) 


Fiscal  Year 

9/94 

9/93 

Geographic  Market 

Revenue 

$ 

Percent  of 
Total 

Revenue 

$ 

Percent 
of  Total 

U.S. 

$928 

60% 

$760 

58% 

International 

622 

40% 

540 

42% 

Total 

$1,550 

100% 

$1,300 

100% 
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Acquisitions 

In  July  1995,  Ernst  & Young  acquired 
Distributed  Systems  Solutions  International 
(DSSI)  of  Westlake  Village  (CA). 

• DSSI  specializes  in  the  development  and 
deployment  of  complex  applications  using 
Lotus  Notes  and  other  groupware 
products. 

• DSSI  had  15  employees  at  the  time  of  the 
acquisition  and  annual  revenue  of  $5 
milhon  in  1994. 

• Since  its  inception  in  1990,  DSSI  has 
provided  support  to  thousands  of  domestic 
and  international  Lotus  Notes  users. 
Current  DSSI  cHents  include  Kaiser 
Permanente,  American  Savings  Bank,  GE 
Information  Services  and  BeU  Atlantic. 

• The  operations  of  DSSI  will  be  merged 
into  Ernst  & Young’s  Technology 
Enablement  services. 

• The  acquisition  adds  to  Ernst  & Young’s 
expertise  in  technology  enablement  of 
reengineered  business  processes,  systems 
integration,  open  systems  and  qroupware 
integration. 

In  June  1995,  Kenneth  Leventhal  & 
Company  and  Ernst  & Young  merged  to 
form  a new  business  unit  of  Ernst  & 

Young — ^the  E&Y  Kenneth  Leventhal  Real 
Estate  Group. 

• The  new  unit  combines  the  skills  of  more 
than  2,000  full-time  real  estate 
professionals  to  provide  audit,  tax  and 
consulting  resources  to  the  real  estate  and 
related  financial  services  industries. 

• The  unit  may  expand  its  services  into 
management  consulting. 


In  July  1994,  Ernst  & Young  acquired  Dome 
Systems,  an  Indianapolis-based  consulting 
firm  specializing  in  the  pharmaceutical  and 
fife  sciences  industries.  Dome  Systems 
develops  client/server  systems  for  leading 
pharmaceutical  firms  and  expands  Ernst  & 
Young’s  development  of  systems  for  research 
and  development  for  the  Food  and  Drug 
Administration. 

Employees 

Ernst  & Young  Management  Consulting 
Services  has  approximately  8,500 
consultants  worldwide,  including  4,300 
professionals  in  the  U.S. 

Key  Products  and  Services 

Ernst  & Young  has  structured  its  integrated 
management  consulting  services  on  a 
“portfoHo  approach.”  Eight  groups  of 
services  are  selectively  integrated  to  address 
specific  customer  needs.  These  include; 

• Business  Reengineering  Services 

• Knowledge/Information  Management 

• Business  Change  Implementation 

• Outsourcing 

• Systems  Development  and  Integration 

• Technology  Enablement 

• SAP 

• Multimedia 

Business  Reengineering  Services 

Specific  services  provided  within  this  service 
line: 

• Business  process  innovation 

• Performance  measurement 

• Focused  and  continuous  improvement 

• Operations  strategies 

• Improvement  portfoho  prioritization 


Ernst  & Young  Management  Consulting 

September  1 995  ©input  1995.  Reproduction  prohibited. 


Page  7 of  12 


INPUT  Vendor  Profile 


Knowledge /Information  Management 

Specific  services  provided  within  this  service 
fine  include: 

• Knowledge/information  capture, 
representation  and  dissemination 

• Structure  to  support 
knowledge/information 

• Knowledge/information  management 
strategy 

Business  Change  Implementation 

Specific  services  provided  by  this  service 
unit  include: 

• Organizational  analysis  and  design 

• Organizational  change  management 

• Organizational  strategy  ahgnment 

- Pay  and  performance  ahgnment 

- Strategic  communications 

- Organization  design  and  development 

- Leadership  development 

- Education  and  training 

Outsourcing 

Specific  services  provided  within  this  service 
line  include: 

• Process  outsourcing 

• Information  technology  outsourcing 

• Outsourcing  assessment  and  strategy 

Ernst  & Young  offers  a range  of  outsourcing 
services  to  large  organizations,  including  the 
management  of  technology  infrastructures 
and  business  processes. 

Systems  Development  and  Integration 

Specific  services  provided  within  this  service 
line  include: 

• Apphcation  of  technology  to 
analysis/design  of  business  solutions 

• Accelerated  systems  development  services 


• Advanced  Development  Center-based 
rapid  development 

• Software  package  selection  and 
implementation 

• Project  management  for  large  systems 
development  and  implementation  projects 

Technology  Enablement 

Specific  services  provided  within  the  service 
fine  include: 

• Accelerated  technology  architecture 
definition 

• Legacy  management  services 

• Rapid  technology  assessment 

• Research  into  emerging  technologies 

• Network  consulting 

SAP 

Specific  services  provided  within  this  service 
fine  include: 

• COMPOSITE™  global  design 

• Seamless  SAP  global  reengineering 

• Knowledge-based  configuration 

• Implementation  team  training 

• End  user  training 

• SAP  implementation  services 

Ernst  & Young  has  developed  a global 
service  organization  to  help  companies 
implement  SAP’s  R/3  integrated  set  of 
client/server  business  applications. 

In  February  1995,  Ernst  & Young 
announced  a two-fold  expansion  of  is  SAP 
consulting  practice  that  would  be  united 
under  a newly  named  Worldwide  Director  of 
SAP  Services. 

• The  organization  has  more  than  575 
consultants  including  40  partners, 
experienced  in  SAP  apphcations  in  18 
countries. 
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• Global  consulting  capabilities  for  SAP 
customers  include  business  process 
reengineering,  information  technology, 
industry-specific  expertise,  best  practices, 
tools,  templates  and  personnel. 

• Ernst  & Young  has  established  SAP 
Centers  of  Excellence  to  continue  to  budd 
its  SAP  consulting  resources  through 
additional  training,  education,  research 
and  development.  Each  Center  also 
provides  technical  support  and  chent- 
directed  training  and  demonstrations. 
Three  additional  Centers  wfil  open  this 
year  to  increase  the  speed  with  which 
Ernst  & Young  analyzes  customer 
application  opportunities,  deploys  training 
resources  and  transfers  best  practices  and 
new  technologies. 

• Ernst  & Young  has  developed  a worldwide 
process  methodology  for  SAP  projects  at 
its  Center  for  Business  Transformation. 
The  SAP  implementation  methodology — 
called  the  SAP  R/3  Route  Map — ^is  an 
integrated  part  of  Ernst  & Young’s 
Navigator  Systems  Series  methodology 
which  enables  the  company  to  rapidly 
design  and  implement  SAP  solutions. 

Multimedia 

Specific  services  provided  within  this  service 

fine  include: 

• Technology,  entertainment  and 
communications  industry  services 

• Opportunity  analysis 

• Business  strategy  planning 

• Scenario  development 

• Technology  architecture 

• Competitive  assessment 

• Market  analysis 

• Acquisition/joint  venture  advisory  services 

• Industry  restructuring  advisory  services 


Key  Products 

Ernst  & Young  Navigator  Systems  Series® 
Technology  for  Business  Transformation  is  a 
highly  interactive  and  integrated  set  of 
methods  and  tools  for  accessing  portions  of 
Ernst  & Young’s  knowledge  base  on  leading 
practices,  accelerated  application 
development,  project  management  and 
business  process  reengineering. 

• In  February  1995,  Ernst  & Young 
introduced  Navigator  Release  3.0,  which 
covers  the  full  life  cycle  of  business- 
process  reengineering  and  provides 
enhanced  features  for  faster  time-to- 
market,  continuous  process  improvement 
through  feedback  cycles  and  better 
management  of  workgroups  and 
workflows. 

• At  the  core  of  Release  3.0  is  a collection  of 
integrated  PC-based  tools — called  the 
Automated  Methods  Environment^"^ 

(AME) — ^that  allows  project  and  process 
managers  to  focus  on  immediate  tasks  and 
track  overall  progress. 

Research  Centers 

To  deliver  world-class  ideas  for  mission 
critical  business  problems,  Ernst  & Young 
Management  Consulting  has  established 
formal  knowledge  management  functions 
designed  to  acquire,  develop  and  deploy  the 
firm’s  collective  “brainpower”  to  its  field 
consultants  and  clients  on  a worldwide 
basis. 

To  that  end,  Ernst  & Young  has  established 
several  international  research  centers  that 
work  closely  together  to  capture  and 
disseminate  knowledge. 

The  Ernst  & Young  Center  for  Business 
Innovation  (CBI)  offers  Ernst  & Young’s 
consultants  and  clients  thought  leadership 
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on  new  and  emerging  issues  and  solution 
approaches.  The  CBI  brings  together 
leading  researchers  and  successful 
managers  to  produce  a greater 
understanding  of  “Horizon  Three”  business 
issues.  That  is,  not  current  state  issues 
(Horizon  One)  or  pending  issues  (Horizon 
Two),  but  the  issues  that  will  begin  to  affect 
business  conduct  in  three  to  five  years. 

The  Ernst  & Young  Center  for  Business 
Transformation  (CBT)  focuses  on  developing 
the  methods,  tools,  techniques  and  training 
needed  to  drive  and  support  Ernst  & 

Young’s  competencies  in  all  management 
consulting  services. 

The  Ernst  & Young  Center  for  Business 
Knowledge  (CBK)  is  the  firm’s  primary 
consulting  knowledge  repository.  The  CBK 
offers  Ernst  & Young  consultants  access  to 
best  practices,  captured  internally  from 
professionals  in  the  field  and  externally 
from  a myriad  of  sources.  Other 
contributions  to  the  CBK  come  from 
pubhcations,  systems  visioning  workshops 
and  the  CBI/CBY  research.  The  CBK 
facilitates  transfer  of  knowledge  back  to  the 
field,  therefore  perpetually  updating  itself. 

The  Center  for  Technology  Enablement  is 
the  high  technology  resource  and 
development  center  of  Ernst  & Young.  The 
mission  of  the  Center  is  to  provide  clients 
with  the  in-depth  technical  expertise  needed 
to  support  the  very  rapid  technology-enabled 
transformation  business  processes.  The 
Center  maintains  world  class  skills  in  a set 
of  key  technology  focus  areas  that  include 
technology  architecture,  technology 
management,  networking  and  distributed 
computing.  In  addition  the  Center  for 
Technology  Enablement  conducts  research 
and  trials  of  emerging  technologies,  advising 


Ernst  & Young  consultants  of  the 

opportunities  and  potential  risks. 

Contracts 

A sample  of  contract  examples  follows: 

• Assisting  in  the  reengineering  of  core 
processes  on  a global  basis  for  a major 
international  automotive  manufacturer. 
These  processes  included  new  product 
development,  order  management, 
production,  after-sale  support  and 
management.  Ernst  & Young  was  also  a 
partner  in  building  the  infrastructure  of 
training,  knowledge  management  and 
information  technology  needed  to  support 
the  improvement  effort. 

• Developing  a plan  for  enterprise-wide 
(excluding  manufacturing)  process 
improvement  (focused  through  innovation) 
for  a leading  global  chemical 
manufacturer.  Ernst  & Young  used  its 
COMPASS  Methodology  to  provide  process 
definition,  process  mapping,  evaluation 
against  Best  Practices,  identification  of 
improvement  potential,  project  definition, 
project  prioritization  and  implementation 
planning. 

• Ernst  & Young  has  helped  develop  an 
organization  process  and  technology 
blueprint  for  the  worldwide  finance 
functions  of  a Fortune  50  worldwide 
financial  services  company.  Eight  figure 
savings  were  identified  and  a series  of 
reengineering  initiatives  were  developed 

• Ernst  & Young  was  engaged  to  assist  a 
major  computer  manufacturer  in  the 
reengineering  of  its  business  processes  in 
the  context  of  SAP  functionality  with  a 
particular  focus  on  implementation  speed 
and  support  for  the  global  nature  of  the 
business. 
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• Ernst  & Young  was  engaged  by  a $1.5 
billion  mutual  health  care  insurance 
company  to  improve  customer  service  and 
position  the  client  more  competitively. 
Ernst  & Young  evaluated  the  current 
performance  management  system, 
identified  a future  vision  of  the  system  and 
developed  a plan  for  transition  to  a new 
system,  conducted  education  in  Total 
Quahty  Management  concepts,  developed 
a network  of  corporate  communications  to 
reinforce  and  sustain  desired  behavior  and 
developed  a training  program  for  change 
agents  to  support  them  in  changing  the 
performance  management  system. 

Clients 

Chent/server  clients  include  Hewlett- 
Packard,  Compaq,  Hughes,  Amgen,  SoCal 
Gas,  Rockwell,  Intel,  Vanstar,  Genentech, 
Employers  Re  and  AUied  Signal. 

Manufacturing  chents  include  Allied  Signal 
and  Ford. 

Financial  services  clients  include  Key  Corp 
and  American  Express. 

Telecommunications  clients  include 
Southwestern  Bell  and  Atlantic  Bell. 

Retail  chents  include  such  companies  as 
Camelot  Music,  CompUSA,  Hechinger, 
Kmart,  Melville,  RiteAid,  Sears  Roebuck, 

Star  Markets,  Toys  R Us  and  Walgreens. 

Utilities  clients  include  Portland  General 
Electric,  Tampa  Electric,  Florida  Power, 
Transamerica  Insurance,  Charles  Schwab, 
Piedmont  Natural  Gas,  Pacific  Gas  & 

Electric,  Houston  Lighting  & Power,  Long 
Island  Lighting  Company,  Georgia  Power 
and  Southern  Cahfornia  Gas. 

Ernst  & Young  has  performed  consulting 
services  for  SAP  chents  worldwide.  A 


sample  of  SAP  chents  includes  Adidas, 
AMCC,  Bank  of  Portugal,  Buckeye- 
Cehulose,  Burr-Brown  Corporation.  Galvak, 
Hewlett-Packard  Computer  Systems 
Organization,  International  Management 
Group,  Mobil  Europe,  Rockwell 
Telecommunications,  Samsung  Electronics, 
Steelcase  and  Yamaha  Motor  Corporation 
USA. 

Other  chents  include  EMI  Record  Group  of 
North  America,  IBM,  Intel  and  Apple 
Computer. 

Marketing  and  Sales 

Ernst  & Young  Management  Consulting  has 
a target  account  sales  and  marketing 
strategy.  The  practice  currently  focuses  on 
350  accounts  in  the  U.S.  and  1,000  accounts 
worldwide.  The  firm  strives  to  strengthen 
and  develop  these  relationships  and  is 
beginning  to  offer  shared-risk  engagements 
in  an  effort  to  encourage  business  with  this 
targeted  group. 

Alliances 

Ernst  & Young  Management  Consulting 
Services  has  agreements/alliances  with  a 
range  of  vendors,  including  the  following: 

• Joining  with  Radius  Retail  Ltd.  (a 
software  developer  for  the  retail  industry) 
to  provide  North  American  retailers  with 
the  Retail  System  Architecture — a retail 
business  management  system — and  assist 
in  the  reengineering  and  improvement  of 
retail  business  operations 

• Working  with  IBM  ISSC  to  provide 
outsourcing  services  to  Continental  Bank 
Corp.  of  Chicago 

• Developing  a version  of  EY/Gems,  its 
Global  Expatriate  Management  Systems, 
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for  the  PeopleSoft  HRMS  marketed  by 
PeopleSoft 

• Acting  as  a SAP  global  R/3 
implementation  partner 

• Providing  worldwide  information 
technology  and  performance  improvement 
services  associated  with  the 
implementation  of  Baan  Company’s  Triton 
enterprise  resource  planning  chent/server 
software  product 

Competitors 

Ernst  & Young  competitors  include: 

• Niche  players,  such  as  Marathon,  BSG 
Alhance/IT,  Cambridge  Technology 
Partners,  Lante  and  Innovative 
Information 

• Full  service  providers,  such  as  Andersen 
Consulting,  CAP  GEMINI  AMERICA 
Coopers  & Lybrand,  CSC  Consulting, 
Deloitte  & Touche,  KPMG,  Price 
Waterhouse,  SHL  Systemhouse  and  TSC. 

• Other  vendors,  such  as  IBM,  DEC, 
Hewlett-Packard,  Texas  Instruments, 
Sterhng  (KnowledgeWare)  and  QAD,  Inc. 


INPUT  Assessment 

Ernst  & Young  considers  its  primary 

strengths  to  be: 

• Speed  in  bringing  measurable  value  to 
chents 

• Offering  integrated  business/technology 
solutions 

• Hardware/software  vendor  independence 

• Strong  industry  skills 

• Strong  client/server  methodology 

• Easy  to  do  business  with 

Challenges  for  the  firm  over  the  coming  year 

include: 

• Managing  rapid  growth 

• Increasing  global  reach  in  Far  East  and 
Latin  America 

• Expanding  services  in  strategy  analysis, 
work  flow  analysis  and  order  processing 

• Applying  expertise  in  data  security  to  the 
rapidly  growing  Internet  user  community 
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Excite,  Inc. 


President  & CEO:  George  Bell 

1091  N.  Shoreline  Blvd. 

Mountain  View,  CA  94043 
Phone:  (415)943-1200 

Fax:  (415)943-1299 

Internet:  http://www,excite.com 


Status:  Public 

Employees:  38  (5/96) 

Revenue,  FYE  12/31/95  : $434,502 

Revenue,  6 mos.  ending  6/30/96:  $3,300,000 


Key  Points 

• Excite,  Inc.  is  a provider  of  Internet 
navigation  services  including  Excite  Search, 
Excite  Reviews,  Excite  City. Net,  Excite 
Live!,  Excite’s  Magellan,  Regional  Editions, 
and  Exciteseeing  Tours. 

• In  October  1996,  Excite  launched 
Exciteseeing  Tours,  a new  service  providing 
a unique  way  to  find  information  on  the 
Internet  through  “tours”. 

• In  September  1996,  Excite  announced  the 
addition  of  Excite  Live!,  a service  that 


delivers  timely,  personalized  information 
from  on-line  magazines  and  newspapers. 

• During  1996,  Excited  entered  into  strategic 
alliances  with  several  vendors,  including 
Intuit,  GeoSystems  Global  Corporation, 
Sega  of  America,  Magellan,  Marimba,  and 
Headbone  Interactive. 

Company  Description 

Excite  develops  and  provides  targeted 
Internet  navigation  services  and  products 
designed  to  allow  consumers,  content 
providers,  and  advertisers  to  interact  more 
effectively  on  the  Web. 

Founded  in  1994  as  Architext  Software,  Inc., 
Excite  seeks  to  develop  and  introduce 
consumer-focused  navigation  services  and 
products  by  combining  its  proprietary 


© INPUT  1996  Reproduction  prohibited 


VA-96 


All  brand  names  and  product  names  are  acknowledged  to  be  trademarks  or  registered  trademarks  of  their  owners 


Page  1 of  7 


INPUT  Vendor  Profile 


navigation  technology  with  its  media 
expertise. 

In  April  1996,  Excite  completed  an  initial 
public  offering  of  two  million  shares  of 
common  stock,  raising  $31.6  million  to  be 
used  for  general  corporate  purposes,  including 
strategic  acquisitions  of  complementary 
products,  businesses,  and  technologies. 

Organization  and  Structure 

Excite  is  headquartered  in  Mountain  View 
(CA).  The  company’s  communications 
hardware  and  a portion  of  its  computer 
software  are  located  in  San  Jose  (CA). 

The  company’s  key  executives  are 
summarized  in  the  following  exhibit: 


Excite,  Inc.  Key  Executives 


Name 

Title 

George  Bell 

President  & CEO 

Brett  T.  Bullington 

Sr  VP,  Marketing  & Sales 

Joseph  R.  Kraus  IV 

Sr  VP,  Business 
Development 

Cary  H.  Masatsugu 

VP,  Engineering 

Richard  B.  Redding 

Director  of  Finance,  Acting 
CFO  & Secretary 

Graham  F.  Spenser 

VP,  Technology  & CTO 

James  G.  Bellows 

Executive  Editor 

Stephen  A Childs 

Director  of  Clubs 

Company  Strategy 

Excite’s  objective  is  to  establish  itself  as  the 
leading  branded  media  service  for  day-to-day 
interaction  among  consumers,  advertisers, 
and  content  providers  on  the  Web. 

The  company  seeks  to  continually  understand 
the  behavior  of  its  consumers  as  they  navigate 
and  to  develop  custom  packages  for  individual 
consumer  segments. 


Excite  believes  that  this  customer  focus  and 
the  creation  of  a branded  consumer  experience 
will  allow  it  to  deliver  better  value  to 
advertisers  interested  in  maximizing  their 
advertising  efficiency  and  to  content  providers 
eager  to  expose  their  content  to  consumers. 

The  key  elements  of  Excite’s  strategy  include: 

• Maximizing  consumer  usage  by  increasing 
the  number  of  available  points  of  entry 

• Maintaining  and  extending  the  technology 
leadership  gained  from  the  company’s 
proprietary  technology  for  searching, 
retrieving,  and  indexing  information 

• Expanding  and  enhancing  editorial 
leadership  by  creating  a strong  and  credible 
editorial  voice  on  the  Web  thorough  the 
development  of  the  company  editorial  staff 

• Developing  alliances  with  media  partners 

• Leveraging  the  media  and  technical 
expertise  of  management  and  employees 

Financials 

Revenue  for  1995,  Excite’s  first  full  year  of 
operation,  was  $434,502. 

During  1995,  the  company  reported  an 
operating  loss  of  $10.6  million  ($0.31  per 
share). 

Revenue  Analysis  by  Product  / Service 
Approximately  67%  ($291,000)  of  Excite’s 

1995  revenue  was  derived  from  contracts,  and 
the  remaining  33%  ($143,000)  was  derived 
from  advertising. 

Interim  Results 

Revenue  for  the  six  months  ending  June  30, 

1996  was  $3.3  million,  compared  to  $250,000 
for  the  same  period  in  1995. 
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Excite  reported  a net  loss  of  approximately 
$10.6  million  ($0.98  per  share)  for  the  period, 
compared  to  a net  loss  of  $295,000  ($0.03  per 
share)  during  the  same  period  the  previous 
year.  The  loss  included  a $5  million  pre-tax 
charge  for  Excite’s  designation  as  a “Premier 
Provider”  on  the  Netscape  home-search  page. 

Acquisitions 

In  August  1996,  Excite  acquired  Sausalito 
(CA)-based  Mcl^nley  Group,  Inc.,  parent  of 
the  Magellan  navigation  service  and  creator  of 
the  Magellan  On-Line  Guide,  for  $18  million 
in  stock. 

• This  acquisition  positioned  Excite  as  the 
second  largest  Internet  search  and  directory 
service,  and  merged  the  two  largest  editorial 
staffs  in  the  industry. 

• Excite  now  owns  two  of  the  five  Premier 
Provider  links  on  the  Netscape  Net  Search 
page. 

• The  transaction  was  accounted  for  as  a 
pooling  of  interests. 

In  November  1995,  Excite  acquired  certain 
assets  of  City.Net,  a Portland  (OR)-based 
developer  of  automated  software  systems  for 
managing  content  and  links  over  the  Internet, 
for  approximately  $534,000. 

Employees 

As  of  March  31,  1996,  Excite  had  38  full-time 
employees,  segmented  as  follows: 


Marketing  and  sales 12 

Research  and  development 14 

Operations 5 

Finance  and  administration 7 


38 

Key  Products  and  Services 

Excite  provides  a suite  of  navigation  services 
for  consumers  seeking  to  access  and  use  the 

Excite,  Inc. 

October  1996 


World  Wide  Web  and  also  provides  its  Excite 
Web  Server  (EWS)  navigation  product  to 
content  providers  who  want  to  increase 
visibility  on  the  Web. 

Consumer  Services 

Excite  offers  a suite  of  navigational  services 
that  targets  the  mass  market  of  Internet 
consumers,  various  topical  and  regional 
affinity  groups,  and  individual  users.  All  of 
Excite’s  consumer  services  are  available  free 
of  charge  to  consumers. 

NetSearch  permits  users  to  find  Web  content 
by  searching  on  Excite’s  index  of  over  1.5 
million  Web  documents. 

• Users  can  navigate  from  Excite’s  main  Web 
database  or  the  Usenet  News  and  Usenet 
Classifieds  databases. 

• NetSearch  is  targeted  at  a mass  market 
audience  of  Internet  customers,  and  geared 
to  helping  users  find  content  on  the 
Internet. 

• Excite’s  proprietary  navigation  technology 
provides  the  following  enhanced  searching 
and  browsing  capabilities: 

- Concept-based  searching,  permiting 
consumers  to  find  documents  relevant  to 
their  query 

- Browsing  tools,  consisting  of  query-by- 
example, allowing  consumers  to  find 
similar  documents  to  their  initial  query, 
and  automatic  abstracting  technology', 
which  creates  a summary  of  a Web 
document 

- Distributed  spider  data  collection 
technology  which  periodically  updates  the 
company’s  indices 
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NetDirectory  offers  consumers  a subject- 
oriented  catalog,  with  over  55,000  Web  site 
reviews  in  16  subject  categories. 

• Targeted  at  the  mass  market  of  Internet 
consumers  in  addition  to  smaller  affinity 
audiences,  NetDirectory  allows  consumers 
to  find  reviews  by  brow'sing  a series  of 
categories  and  subcategories  or  by  searching 
directly  using  Excite’s  concept-based  search 
technology. 

• Excite  intends  its  reviews  to  help  narrow 
information  choices  to  high  quality  Web 
sites  and  to  present  information  in  an 
entei’taining  style. 

City. Net  is  a guide  that  combines  the  features 
of  an  atlas,  gazetteer,  and  almanac,  in 
addition  to  local  guide  books  and  newspapers. 

• Targeted  at  geographic  affinity  groups. 

City. Net  helps  users  locate  regional  content 
using  a geographically  organized  database 
which  is  continually  updated  to  provide 
access  to  information  on  travel, 
entertainment,  local  business,  government, 
and  community  services  for  a number  of 
major  cities  and  regions  throughout  the 
world. 

Personal  Excite  enables  consumers  to  create  a 
personal  profile  used  to  define  and  monitor 
favorite  NetDirectory  categories,  receive  briefs 
on  personally  selected  categories  of  Reuters 
news  articles,  monitor  stock  quotes,  check 
local  movie  times,  and  receive  updates  on  local 
weather. 

• Consumers  can  customize  their  own 
interfaces  to  Excite’s  NetSearch  service, 
allowing  them  to  define  and  access 
frequently  used  searches,  favorite  URLs, 
and  links  to  a number  of  popular  daily 
columns  on  the  Web. 


Excite  Live!  delivers  information  from  on-line 
magazines  and  newspapers,  working 
autonomously  to  gather  and  dehver  timely 
Web  content  based  on  the  individual’s  pre- 
defined interests. 

• Excite  Live!  provides  updated  information 
regularly  throughout  the  day,  delivering 
news,  sports  scores,  stock  quotes,  and 
weather  reports,  as  well  as  daily  Web 
reviews  and  columns  from  Excite’s  editorial 
team. 

• The  service  also  scans  the  Web  several 
times  a day,  including  more  than  300  top 
Web  sites  containing  the  New  York  Times, 
Business  Week  magazine,  the  Hollywood 
Online  entertainment  site,  and  various 
newsfeeds. 

Exciteseeing  Tours,  introduced  in  October 
1996,  is  a new  service  that  provides  “tours” 
written  by  Excite’s  editorial  team,  magazine 
editors,  celebrities,  and  the  Internet 
community,  to  provide  information  and  links 
to  help  users  find  specific  “how  to” 
information. 

• There  are  currently  more  than  225  tours 
available,  organized  by  category,  and 
including  themes  such  as  “Fixing  Your 
Credit  Rating,”  “The  Clowns  of  Silent  Film.” 
and  “Patenting  Your  Invention.” 

Content  Provider  Services 

Excite  Web  Server  (EWS),  when  installed  on  a 
Web  site,  helps  visitors  quickly  search  and 
browse  the  content  contained  on  that  site. 

Currently  available  free  of  charge,  EWS  is 
based  on  the  company’s  proprietary 
navigational  technology,  including  its  concept- 
based  retrieval  and  browsing  tools. 
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Advertising 

Prior  to  October  1995,  Excite  derived  its 
revenue  from  contracts,  which  consisted 
primarily  of  custom  product  development  and 
consulting.  In  October,  1995,  Excite  began 
selling  advertising  space  on  its  Web  sites. 

The  company  generally  enters  into 
agreements  with  its  advertising  customers 
under  which  Excite  guarantees  a minimum 
number  of  impressions  for  a fixed  fee.  The 
company  charges  higher  per-impression  fees 
for  advertising  products  that  target  a 
particular  audience.  List  prices  for 
advertising  ranges  from  $25  to  $50  per 
thousand  impressions  (CPM). 

Advertisements  on  the  Excite  service  are 
banner  or  billboard  style  advei’tisements  and 
are  displayed  on  the  interface  of  all  Excite 
navigation  services. 

Excite  offers  a variety  of  advertising  programs 
that  enable  advertisers  to  target  their 
audiences  at  various  levels  of  market 
segmentation;  mass  market  placement, 
affinity  placement,  and  individual  placement. 

• General  Rotation — A program  that  allows 
advertisers  to  reach  a large  number  of  Web 
consumers.  Advertising  banners  rotate 
through  well-trafficked  Excite  pages, 
including  the  main  NetSearch  and 
NetDirectory  pages  and  NetSearch  result 
pages.  The  General  Rotation  program 
delivers  a high  volume  of  mass  market 
consumers  and  provides  frequent  exposure 
to  advertisers. 

• City. Net — A program  that  allows 
advertisers  to  direct  advertisements  to 
geographical  affinity  groups. 

• Keywords — Excite’s  keyword  program  offers 
advertisers  an  opportunity  to  target  specific 


audience  by  assigning  ad  banners  to  certain 
key  words  or  concepts. 

• Personal  Excite — Advertisers  can  deliver 
finely  targeted  messages  to  groups  of 
individuals. 

Clients 

Excite’s  clients  include  Internet  Service 
Providers  (ISPs),  educational  institutions, 
telecommunications  operators,  and  on-line 
service  vendors. 

A sampling  of  clients  includes  MPS/UUNET 
Communication  Services,  MCI 
Telecommunications,  NETCOM,  America 
Online,  University  of  Washington,  Apple 
Computer,  Ohio  Supercomputer  Center,  and 
SURAnet. 

Marketing 

Excite’s  marketing  strategy  includes 
increasing  market  penetration  by  attracting 
new  consumers  through  increased  visibility  on 
Internet  access  points.  The  company  targets 
large,  frequently  used  areas,  including  Web 
sites  such  as  that  operated  by  Netscape,  and 
Internet  gateways  from  on-line  services  like 
America  Online  and  CompuServe. 

The  company  also  targets  midsized  and 
smaller  access  points  such  as  relatively  well- 
subscribed  ISPs,  including  NETCOM  On-Line 
Communication  Services,  and  popular  Web 
sites  operated  by  Intuit. 

Excite  also  purchases  on-line  advertising  on 
popular  Web  sites  such  as  Netscape,  Time 
Warner’s  Pathfinder  and  ESPN  sportszone, 
and  traditional  print  advertising  in  popular 
Internet-related  consumer  publications  like 
Wired  magazine. 
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Advertising  and  Sales 

Advertising  has  been  sold  primarily  though  a 
combination  of  a direct  sales  force  and  Double 
Click,  a Mountain  View-(CA)-based 
advertising  sales  agency.  The  company  is 
currently  expanding  its  in-house  advertising 
sales  force,  based  in  San  Francisco  (CA)  and 
New  York  (NY). 

A sampling  of  companies  who  advertise  on 
Excite  include  AT&T,  MCI,  NYNEX,  IBM, 
Microsoft,  Netscape,  Barnes  and  Noble, 
CyberCash,  PC  Flowers,  Hearst  New  Media, 
Encyclopedia  Brittanica,  and  Honda. 

Alliances 

A key  element  of  Excite’s  business  strategy  is 
to  enter  into  relationships  with  both  Internet 
access  points  and  content  providers. 

The  company  has  entered  into  a number  of 
strategic  alliances,  including  distribution 
alliances,  which  provide  Excite  access  to  a 
wider  user  base,  and  media  alliances,  which 
are  intended  to  help  the  company  provide 
specific  content  to  affinity  groups. 

Distribution  Alliances 

Excite  has  entered  into  distribution 
agreements  with  providers  of  Internet  access 
in  order  to  increase  user  traffic  to  its  services, 
including  the  following: 

• Excite  has  an  agreement  with  Netscape 
Communications  under  which  the  company 
is  designated  as  one  of  the  five  “Premier 
Providers”  of  search  and  navigation  services 
accessible  from  the  “Net  Search”  button  on 
the  Netscape  home  page. 

• America  Online  features  a co-branded 
version  of  the  Excite  service  as  one  of  the 
premier  Internet  search  and  directory 
services  for  AOL  members. 


• In  July  1996,  Excite  and  GeoSystems  Global 
Corporation  announced  a distribution 
agreement  to  provide  Internet  users  with 
access  to  GeoSystems’  MapQuest’s 
interactive  worldwide  mapping  solution. 

• In  May  1996,  Excite  and  Sega  of  America 
entered  into  an  agreement  to  jointly  develop 
custom  search  and  directory  services  for 
Sega  Saturn  NetLink,  an  Internet-ready 
video  game  console.  Under  the  agreement. 
Excite  is  the  exclusive  navigation  partner, 
applying  its  proprietary  Web- navigation 
technology  and  branded  media  services. 

Media  Alliances 

Excite  has  entered  into  strategic  alliances  to 
strengthen  its  service  and  product  offerings 
and  to  build  brand  awareness.  The  company 
engages  in  technology  licensing,  revenue 
sharing,  syndication,  co-branding,  regional 
development,  and  access  point  arrangements. 
Among  others,  media  alliances  include: 

• In  October  1996,  Excite  and  Marimba  Inc. 
announced  the  Excite  Channel  Guide,  a 
comprehensive  directory  of  channels  on  the 
Web  including  their  content,  descriptions, 
reviews,  and  multimedia  previews,  using 
Marimba’s  Castanet  technology.  Castanet  is 
an  enabling  technology  that  developers  can 
use  to  create  and  distribute  full-featured 
media  applications  over  the  Internet  or 
corporate  intranets. 

• In  October  1996,  Excite  and  Headbone 
Interactive  announced  a strategic 
partnership  to  offer  classrooms  and  families 
Headbone’  Netscapade,  a game  designed  to 
enable  users  to  exploit  the  research 
potential  of  the  World  Wide  Web. 

• In  August  1996,  Excite  and  Intuit  formed  an 
alliance  to  bring  “the  best”  financial 
information  on  the  Internet  directly  to 
Intuit’s  Quicken  users. 
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• In  April  1996,  Excite  announced  an 
agreement  in  principle  with  Virtual  City,  a 
rapidly  growing  Internet-related  magazine 
partially  owned  by  Newsweek  magazine, 
whereby  Excite  will  take  a one  percent 
equity  position  in  Virtual  City  and  run 
Virtual  City  ad  banners  on  its  Web-site  with 
a link  to  Virtual  City  subscription  services. 
Virtual  City  would  display  Excite’s  logo  on 
the  cover  of  every  issue  of  Virtual  City 
through  the  end  of  1998. 

• Excite  has  a regional  service  agreement 
with  the  Los  Angeles  Times  under  which  the 
company  produces  a Southern  California- 
focused  version  of  Excite  linked  to  the  LA 
Times  Web  site. 

• Excite  has  an  agreement  with  Tribune 
Media  Services  (TMS)  providing  TMS  with 
exclusive  worldwide  syndication  rights  to 
Web  review  columns  from  the  Excite 
editorial  staff. 

• Excite  has  a licensing  agreement  with 
International  Data  Group  under  which 
Excite  licensed  to  IDG  searching  and 
indexing  technology  in  exchange  for  a fee. 

• Excite  has  a non-exclusive  licensing 
agreement  with  Reuters  under  which  Excite 
is  provided  general  news  in  seven  categories 
for  use  on  one  of  the  company’s  services, 
including  Excite  and  Personal  Excite. 

Under  the  agreement.  Excite  shares  with 
Reuters  a portion  of  the  advertising  revenue 
generated  from  ads  displayed  along  with 
Reuters  content. 

Competition 

The  primary  competitors  of  Excite’s  services 
and  products  are  Internet  search  and  retrieval 
companies  such  as  Infoseek,  Lycos,  Open  Text 
and  Yahoo!,  and  specific  search  and  retrieval 
services  and  products  offered  by  other 
companies  such  as  America  Online’s  Web 
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Crawler  and  Digital  Equipment  Corporation’s 
AltaVista. 

Excite  also  competes  indirectly  with  services 
from  other  database  vendors  such  as  Lexis- 
Nexis,  Dialog,  and  other  companies  that  offer 
information  search  and  retrieval  capabilities 
with  their  core  database  products. 

INPUT  Assessment 

Excite’s  strengths  include: 

• It’s  increased  presence  on  the  Netscape  Net- 
Search  page  resulting  from  the  McKinley 
Group  acquisition 

• The  company’s  proprietary  search 
technology 

• An  extensive  media  staff 

• Company  management’s  experience  in 
technology  and  media 

Future  challenges  include: 

• Developing  advertising  capabilities  to 
increase  revenue  base  and  movement 
toward  profitability 

• Competition  from  vendors  in  a variety  of 
industries 

• Expanding  services  to  further  attract 
consumers  and  advertisers 
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COMPANY  HIGHLIGHT 


EXECUCOM  SYSTEMS  CORPORATION  G.R.  Wagner,  Ph.D.,  Chairman 
3401  Far  West  Boulevard  and  CEO 

Austin,  TX  78731  Richard  Hodge,  President 

(512)  346-4980  Private  Corporation 

Total  Employees;  196 
Total  Revenue,  Fiscal  Year 
End  12/31/81:  $12,600,000* 


THE  COMPANY 

• EXECUCOM  Systems  Corporation,  founded  in  1974,  provides  financial  planning 
and  decision  support  software  products  and  related  professional  services  to 
clients  across  industry  sectors. 

• EXECUCOM  revenue  grew  from  an  estimated  $6  million  in  1980  to  approxi- 
mately $12.6  million  in  1981.  Management  projects  1982  revenue  of  $25 
million.  The  company  has  been  profitable  since  inception. 

• EXECUCOM  Systems  International  Corporation  is  a wholly  owned  subsidiary 
located  in  Copenhagen,  Denmark. 

• The  company's  196  employees  are  distributed  as  follows; 


Marketing/sales  50 

Software  services,  technical 
development,  and  customer 
support  70 

Consulting  services  20 

General  and  administrative  56 


196 

KEY  PRODUCTS  AND  SERVICES 

• Approximately  80%  of  EXECUCOM's  1981  revenue  was  derived  from  software 
product  sales,  10%  from  related  professional  services,  and  10%  from  software 
royalty  payments. 

• EXECUCOM's  primary  software  product  is  the  Interactive  Financial  Planning 
System  (IFPS®),  a financial  and  decision  planning  support  package.  IFPS  is 
used  for  all  aspects  of  planning,  including  budgeting;  profit  reporting;  long- 
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range  planning;  market  strategy;  sensitivity,  impact,  and  risk  analysis;  consoli- 
dation; and  evaluating  new  business  ventures  and  alternatives.  The  system's 
ease  of  use  features  include  an  English-like  modeling  language.  IFPS  product 
sales  generated  72%  of  EXECUCOM's  1981  revenue. 

IFPS,  introduced  in  1976,  is  written  in  FORTRAN  IV  and  Assembler  and 
runs  on  equipment  manufactured  by  Amdahl,  Burroughs,  Control  Data, 
Digital  Equipment,  Harris,  Hewlett-Packard,  Honeywell,  IBM,  Prime, 
and  Univac.  The  system,  with  600  installations,  runs  in  either  batch  or 
interactive  modes  and  licenses  for  $64,000. 

The  six  IFPS  subsystems  combine  to  allow  the  evaluation  of  alternative 
futures  by  creating  a model  that  describes  changes  in  each  variable 
over  time.  Subsystems  include; 

. The  Executive  subsystem,  specifies  permanent  files;  lists, 

deletes,  and  copies  models  and  reports;  and  combines  and  con- 
solidates models  and  data  files. 

. The  Modeling  Language  subsystem,  performs  risk  analysis, 

creates  and  edits  models,  provides  model  solution  and  reporting, 
and  performs  forecasting  and  other  measurement  functions. 

. The  Report  Generator  subsystem,  allows  the  user  to  define  and 
customize  reports. 

. The  Data  File  subsystem,  allows  users  to  create,  edit,  or 

maintain  IFPS  data  files. 

. The  Command  Files,  stores  IFPS  commands  and  directions. 

. The  Plot  subsystem,  allows  the  user  to  generate  graphic  output 

from  a model  on  a terminal  or  line  printer. 

IFPS  is  also  available  through  Control  Data  Corporation's  national 
timesharing  network,  Cybernet.  There  are  an  estimated  600  time- 
sharing users. 

. Royalties  derived  from  EXECUCOM's  IFPS  agreement  with 

Control  Data  generated  approximately  10%  of  1981  revenue. 

EXECUCOM  began  marketing  several  new  software  products  in  1981  that  run 
on  the  same  equipment  as  IFPS.  These  products  include: 

IFPOS^“'  (Interactive  Financial  Planning  Optimization  System)  is  an 
executive  strategic  planning  package  which  examines  all  alternatives 
and  selects  the  most  viable.  IFPOS  is  used  for  solving  optimization 
problems  such  as  product  mix  pricing,  investment  analysis  alternatives, 
and  maximizing  profitability.  The  package  is  priced  at  $40,000. 
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IFPS/SENTRY^“-  is  a data  entry  utility  package  which  facilitates  entry 
of  IFPS  data  file  information  through  the  use  of  data  validation, 
editing,  and  interactive  prompting  techniques.  The  package  is  priced  at 
$12,000. 

IFPS/DATASPAN  is  an  interactive  file  transformation  program 
which  allows  the  user  to  easily  extract  information  in  existing  data 
bases  and  reformat  it  as  IFPS-compatible  data  files.  The  product 
licenses  for  $10,000. 

MergEvaP  ”’  is  a merger  and  acquisition  decision  support  package  which 
calculates  post-combination  financial  statements,  earnings  per  share, 
and  combination-related  cash  flows  for  either  pooling  of  interest  or 
purchase  transactions.  MergEval  prepares  forecasted  statements  for 
each  individual  firm,  as  well  as  consolidated  information  including 
financial  statements.  The  package  is  priced  at  $12,000. 

• EXECUCOM  has  several  products  in  research  and  development. 

An  interactive  color  graphics  package  used  to  display  information 
generated  by  IFPS  in  point,  pie,  curve,  bubble,  and  bar  graph  form  is 
due  for  release  during  March  1982. 

M1NDSIGHT^'“’  is  designed  to  improve  the  effectiveness  and  efficiency 
of  the  group  decision-making  process.  The  package  allows  group 
members  to  vote,  rate,  and  rank  collective  data  and  opinions  and 
display  this  information  in  both  graphic  and  numeric  formats. 

The  company  is  currently  developing  a data  base  management  system 
which  will  integrate  all  its  software  product  offerings. 

• EXECUCOM's  professional  services  revenue  is  derived  primarily  from  con- 
sulting services  performed  in  support  of  IFPS. 

Areas  of  expertise  in  IFPS  planning  and  modeling  include; 

. System  design  and  implementation. 

. Integration  of  personnel  into  the  planning/modeling  process. 

. Budgeting  and  control. 

. Corporate  planning  models. 

. Planning  system  support  functions. 

. Econometrics  and  statistical  analysis. 

Other  areas  of  general  consulting  expertise  include: 

. Management  science  techniques  in  operations  environments. 

. Risk  analysis  techniques. 

. Application  of  the  theories  of  finance. 

. Development  and  implementation  of  global  planning  systems. 

. Data  base  design  and  implementation. 

. Integration  of  forecasting  and  planning. 
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INDUSTRY  MARKETS 

• EXECUCOM's  1981  revenue  was  distributed  fairly  evenly  across  industry 
sectors,  with  only  a small  percentage  being  derived  from  the  government 
sector. 

GEOGRAPHIC  MARKETS 

• Approximately  75%  of  EXECUCOM's  1981  revenue  was  derived  from  the  U.S. 
and  25%  internationally. 

• U.S.  office  locations  include  Portland,  San  Francisco,  San  Diego,  Austin, 
Houston,  Dallas,  Detroit,  Cincinnati,  Atlanta,  Washington  DC,  St.  Louis, 
Chicago,  Milwaukee,  Boston,  Philadelphia,  Boulder  (CO),  Ann  Arbor  (Ml),  and 
New  York. 

• International  office  locations  include  Toronto  and  Copenhagen. 

EXECUCOM  has  18  independent  distributors  located  in  Europe,  Latin 

America,  South  Africa,  the  Far  East,  and  Australia. 

COMPUTER  HARDWARE  AND  SOFTWARE 

• EXECUCOM  maintains  the  following  equipment: 

I Prime  750,  PRIMOS. 

I Prime  400,  PRIMOS. 
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